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Retailers increase sales productivity 
of invested dollars 


Research Division, New York University School of Retailing 


Improved dollar productivity 


Retail organizations have materially 
improved the productivity of their in- 
vested dollars in the last decade. For 
instance, while less than doubling their 
net worth in that period, some of the 
country’s larger and better known de- 
partment stores and grocery chain 
stores trebled their sales volume and 
quadrupled their profits before taxes. 
The relative gains in the sales volumes 
of these stores have even exceeded those 
in the national income during the same 
years. 

These are among the findings of a 
study made recently by the Research 
Division of the New York University 
School of Retailing as a sequel to a 
study dealing solely with department 
stores which was published in the 
1949 winter edition of the JOURNAL OF 
RETAILING. The present study was 
undertaken to provide corresponding 
data for selected chain-store organiza- 
tions. 


The sample 


In addition to the group of fifteen 
department stores used in the 1949 sur- 
vey, four groups of chains were studied. 
The latter included three drugstore 
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chains, accounting for 28.7 per cent of 
the total drugstore chain sales; six 
grocery-store chains, representing 33.2 
per cent of all the trade done by 
grocery-store chains; three mail-order 
and department-store chains whose 
sales are 38.9 per cent of total mail- 
order and department-store trade; and 
four variety-store chains with 72.8 per 
cent of total variety-store chain sales. 
All thirty-one organizations chosen for 
the study are well known and publish 
annual financial statements. Together 
they operated over 15,000 retail-store 
units in all parts of the country in 1949 
and accounted for 8.2 per cent of the 
national retail sales volume. 


Bases for comparison 


Comparison presupposes an accepted 
standard of measurement. The “yard- 
sticks” employed to compare the data 
for the stores covered by this study in- 
clude various relationships between net 
sales, net profits before taxes, and net 
worth. Both absolute and relative data 
are used. The definition of “profit” ac- 
cepted for the purpose of this study 1s 
“the surplus left to a business after all 
costs of doing business have been de- 


ducted from net sales.” Profits are 
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TABLE I * 
The Consolidated Dollar Sales and Net Worth of 15 Department-Store Groups, 3 Drug Chains, 
6 Grocery Chains, 3 Mail-Order and Department-Store Chains, and 
4 Variety-Store Chains, 1939-1949 (Millions of Dollars) 


STORES DruG CHAINS 
Net Net Net Net 
Year Sales Worth Sales Worth 
| ee 868 396 103 34 
RP ss 25 00 918 400 109 36 
| 1,082 399 123 37 
| ae 1,016 409 143 39 
1943...... 1,360 427 166 40 
1944...... 1,526 451 175 42 
1985... .4 1,759 503 176 37 
1946...... 2,391 601 208 41 
LL» SR 2,623 745 226 45 
1948...... 2,747 736 235 48 
Lo 2,658 779 235 52 
% OF IN- 
CREASE 
In 1949 
OVER 1939 = 206 97 128 51 


Marv-Orper & Dept.- VARIETY 
Grocery CHuains Srore CHAINS CHAINS 
Net Net Net Net Net Net 

Sales Worth Sales Worth Sales Worth 
962 170 1,458 548 661 428 
1,010 175 1525 584 694 434 
1,190 185 1,925 602 785 438 
1,517 189 1,993 615 893 440 
1,547 187 1,938 641 933 452 
1,648 198 2,145 606 980 455 


1,007 476 
1,167 515 
1,248 549 


2,249 693 
3,263 853 
3,916 962 


1,588 201 
2153 222 
2,834 245 


3,222 269 4,393 1,159 1,312 581 
3,186 294 4,134 1,258 1,301 610 
231 73 183 130 97 42 


* Source: Moody’s Manual of Investments, American and Foreign, Industrial Securities, 1939-1949 (New 


Moody's Investors Service). 


York: 


measured first from the customer’s 
point of view, that is, as a percentage 
of net sales. This comparison enables 
the customer to know how much of the 
dollar he spends in a retail store is re- 
tained by the retailer as profit. Next, 
profits are evaluated in terms of net 
worth. This provides the investor with 
a yardstick for determining the return 
he earns on his investment. Lastly, net 
sales are related to net worth to meas- 
ure the sales productivity of invested 


dollars. 


Aggregate net sales 


As in the study undertaken in 1949, 
the aggregate net sales, net profits, and 
net worth of the organizations have 


been determined and_ consolidated. 


These dollar figures are shown in 
Tables I and II. A close examination 
of the net-sales figures in Table I re- 
veals many interesting changes during 
the eleven-year period. First, all groups 


of stores have made increases each year 
through 1948, with the exceptions of 
department stores in 1942, grocery 
chains in 1945, and mail-order and de- 
partment-store chains in 1943. All 
groups had at least doubled their sales 
from 1939 to 1948. Sales of all groups 
except the drug chains decreased 
slightly in 1949, Department stores and 
grocery chains trebled their 1939 fig- 
ures. The smallest percentage increase 
over 1939 is shown by the variety- 
store chains. Grocery chains made the 
largest increase over 1939—231 per 
cent. Department stores showed a 206 
per cent increase over their 1939 sales. 
These figures do not seem quite so 
startling when seen in relation to the 
national income, which increased 197 
per cent during the same years. How- 
ever, only department stores and 
grocery chains have exceeded this per- 
centage of gain while the remaining 
three groups lagged well behind it. 
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TABLE II * 


The Consolidated Dollar Profits Before Taxes, Classified by Store Types, 
1939-1949 (Millions of Dollars) 


DEPARTMENT Druc 


STORES CHAINS 
Profits Profits 
Year Before Taxes Before Taxes 
ae 32,935 5,312 
MES os oak re se 40,841 6,284 
See 61,916 7,967 
A eee 81,348 11,836 
ee 134,080 14,932 
ree 161,105 15,347 
eer 181,485 13,744 
Se Bee 211,840 13,318 
AA ne 152,873 13,009 
BOE on G ees vb 166,226 12,039 
BP S45 ss Ses 143,705 12,074 
Jo OF INCREASE 
ovER 1939 ..... 336 127 


MAIL- 


Grocery Orpver & Dept.- VARIETY 
CHAINS Store Cnuains CHAINS 
Profits Profits Profits 

Before Taxes Before Taxes Before Taxes 
20,351 101,541 56,720 
18,109 115,492 56,132 
25,207 176,929 77,161 
31,894 205,341 94,008 
32,645 175,004 95,947 
39,551 215,947 113,058 
40,116 201,104 114,808 
69,665 309,236 138,472 
66,355 294,055 134,541 
69,029 421,657 137,799 
83,552 326,273 116,691 

310 222 106 


* Source: Moody's Manual of Investments, American and Foreign, Industrial Securities, 1939-1949 (New 


York: Moody’s Investors Service). 


The consumer viewpoint 


As stated previously, the consumer 
is chiefly concerned with profits meas- 
ured as a per cent of net sales (Table 
III). Again, department stores and 
grocery chains are outstanding. For ex- 
ample, grocery chains show the lowest 
percentage of profits each year from 


1939 through 1949, On the other hand, 
department stores show the widest 
range in profits percentages, ranging 
from a low of 3.8 per cent in 1939 to a 
high of 10.6 per cent in 1944 and then 
dropping to 5.4 per cent in 1949. The 
latter group of stores also made the 
greatest gain in profits percentage from 


TABLE III 
The Consolidated Dollar Profits Before Taxes as Percentages of Net Sales, 
Classified by Store Types, 1939-1949 


DEPARTMENT DruG 
STORES CHAINS 


Profits Profits 
Year Before Taxes Before Taxes 
CR ee 3.8 i 
ROE Ee 4.4 5.8 
| eee Lj 6.5 
eee 8.0 8.3 
ee eee 9.9 9.0 
Sas ates ns's 10.6 8.8 
ee 10.3 ri f 
ee ere 8.9 6.4 
Sere 5.8 5.8 
eee 6.0 5.1 
re 5.4 5.1 


Winter 1950 


MalIL- 


GROCERY Orpver & Dept.- VARIETY 
CHAINS Store CHAINS CHAINS 
Profits Profits Profits 

Before Taxes Before Taxes Before Taxes 
2.1 7.0 8.6 
1.8 7.6 8.1 
ye 9.2 98 
2.1 10.3 10.5 
2.1 9.0 10.3 
2.4 10.1 11.5 
2.4 8.9 11.4 
3.2 9.5 11.9 
ye fp 10.8 
Zn 9.6 10.5 
2.6 7.9 9.0 
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the beginning to the end of the eleven- 
year period. Variety chains realized the 
highest profits percentages every year 
during the period, and mail-order and 
department-store chains made the sec- 
ond most im, ressive record in this re- 
spect. The drug chains were the only 
group that showed a relative loss in 
profits in the eleven years. 


The investor viewpoint 


The low figures of the grocery chains 
indicate that there must be some figure 
other than the return on net sales that 
reveals more accurately the earning 
capacity of a retail store. The investor 
is interested in the return he receives 
on his capital investment. This is best 
expressed by profits as a per cent of net 
worth, net worth including capital 
stock and surplus. These percentages 
are shown in Table IV. The importance 
of these figures in determining the ac- 
tual earning power of a company 1s 
vividly demonstrated by a comparison 
of the consumer’s yardstick and the in- 
vestor’s yardstick. 

Analysis of Table IV reveals that all 


the study 


store groups covered by 
bettered their profits showings in re- 
lation to net worth during the period. 
But, again, it is the department stores 
and grocery-store chains whose rec- 
ords arrest attention. Each more than 
doubled its profits percentage meas- 
ured in terms of its net worth during 
the period. In addition, the grocery 
chains constituted the only group that 
bettered its 1948 profits percentage in 
1949, For the three-year period from 
1944 to 1946, department stores more 
than quadrupled their 1939 profits per- 
centages. Mail-order and department- 
store chains made the most enviable 
record during the period in that they 
enjoyed the highest annual percentage 
of profits in seven of the eleven years 
covered by the study. 


Ratio of net sales to net worth 


type of comparison not considered 
in the 1949 study of department-store 
profits is the ratio of net sales to net 
worth. This ratio measures the pro- 
ductivity of invested dollars or the 
number of sales dollars produced by 


TABLE I\ 
The Consolidated Dollar Profits Before Taxes as Percentages of Net Worth, 
Classified by Store Types, 1939-1949 


DEPARTMENT DruG 
STORES CHAINS 
Profits Profits 
Year Before Taxes Before Taxes 
EE EEE 8.3 15.6 
SN bids ahs as 10.2 17.6 
a LES Sees 155 215 
1942 19.9 30. 
1943. 31.4 Ff | 
1944 $9.7 36.6 
1945 36.1 36.8 
1946. 35.2 32.7 
1947... 20.5 29.2 
1948... 22.6 24.9 
1949, . 18.4 23.4 


; _ Matt. : 
GROCERY Orver & Dept.- VARIETY 
CHAINS STORE CHAINS CHAINS 
Profits Profits Profits 
Before Taxes Before Taxes Before Taxes 
12.0 18.5 153 
10.4 19.8 12.9 
13.6 29.4 17.6 
16.9 33.4 21.4 
17.5 27.3 eis 
19.9 32.4 24.8 
19.9 31.5 24.1 
31.4 36.3 26.9 
27.1 30.6 24.5 
25.6 36.4 23S 
29.4 25.9 19.1 
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each dollar of net worth. Here grocery 
chains are outstanding. For instance, 
grocery chains not only produced al- 
most twice as many sales dollars per 
dollar of net worth in 1949 as did any 
other group, they also made the great- 
est percentage of increase from 1939 to 
1949, Department stores ranked second 
in percentage gain while mail-order 
and department-store chains made the 
poorest showing. Variety chains, how- 
ever, consistently produced fewer sales 
dollars per dollar of net worth than any 


ample, has assumed the form of a de- 
partment store, and its new store in 
Levittown, Long Island, is called ‘The 
W. T. Grant Department Store.” Since 
this form is apparent in so few of its 
stores as yet, W. T. Grant was in- 
cluded in the variety-store group in 
this study. Ordinarily, J. C. Penney 
stores are included in the variety-store 
group. Here they have been placed 
under the heading “mail-order and de- 
partment-store chains,” since they seem 
to fall more naturally into this classi- 


other group. fication. 
TABLE V 
Net Sales Seen as a Ratio to Net Worth, Classified by Store Types, 1939-1949 
MalIL- 
DEPARTMENT Drvuc GRocrry Orver & Dept.- VARIETY 
YEAR STORES CHAINS CHAINS Store CHAINS CHAINS 
1939 Ae ZL 3.0 LW 2.6 hea 
ee Ce 2.3 3.0 5.8 3.6 1.6 
1941... Ar oad 6.4 i 1.8 
| a 2.5 oe 8.0 7 2.0 
tk sees BP 42 8.3 3.0 2.1 
a ee 3.4 4.2 8.3 K 2.2 
1945... Bs 48 7.9 x 2.1 
1946... 4.0 ol 9.7 3.8 2.3 
1947... ie 5.0 11.6 4.7 BoP 
1948... Ss 4.9 12.0 3.8 ra 
1949... 3.4 4.5 10.8 3.3 cu 
% OF INCRKEASI 
IN 1949 
55 50 &9 27 40 


OVER 1939 ...... 
Difficulties in classification 


_ 


The study brought to light changes 
now going on within store organiza- 
tions that make it difficult to assign 
some stores to definite classifications. 
The most interesting example of this 
type of evolution is in the \W. T. Grant 
Company. Formerly, this organization 
could easily be listed as a variety-store 
chain. Recent years have seen startling 
changes in the type of merchandise 


handled. Its Syracuse unit, for ex- 


IOS) 


ii nicer 


Conclusions 


Some interesting conclusions are to 
be drawn from the data presented in 
this study. For example, the findings 
indicate that all groups of stores studied 
solved the problem of obtaining sub- 
stantial amounts of new-risk capital 
during the 1939-1949 period. Perhaps 
the earlier study of the fifteen depart- 
ment stores provides an important clue 
in regard to how much of this additional 
capital was raised. The results of that 
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study indicated that the department 
stores raised over 340 million dollars, 
or almost 98 per cent of the total in- 
crease in their net worth from 1939 to 
1949, through the simple expedient of 
increasing the annual amounts of profits 
retained as surplus. There is little rea- 
son to believe that the other groups of 
stores included in the present study did 
not impose the same type of “forced 


saving” on their stockholders. 


Improved productivity of invested 
capital 

Next, the data show that each of the 
groups of stores materially improved 
the productivity of its invested capital 
in terms of net sales during the period 
covered by the study. Among the sev- 
eral possible explanations for this 
achievement are: (1) a more effi- 
cient use of operating capital, and 
(2) an increase in the percentage 
of operating capital to total capital. 
For instance, department stores ma- 
terially increased their annual stock- 
turn during the war years. It is sig- 
nificant that the sales productivity of 
these stores’ invested dollars dropped 
substantially at about the same time 
after the war that their annual stock- 
turn returned to its prewar level. 
Again, a number of stores have em- 
ployed a “lease-back”’ device to convert 
fixed assets into operating capital. This 
entails a store selling its land and build- 
ings and then leasing them back for a 
long period of years. It is almost a 
truism that the greater the ratio of 
operating capital of a retail organiza- 
tion to total investment, the greater 
should be the potential productivity of 
its total capital in terms of sales dol- 
lars. 


Grocery chains best rounded 
operation 

The findings of the study indicate that 
grocery chains, producing the highest 
number of sales dollars per dollar of 
net worth, operated more satisfactorily 
from the customer’s point of view than 
any other group studied and, at the 
same time, provided the investor with 
an exceptionally and consistently high 
return on his invested capital. These 
findings are not inconsistent with the 
policies of this type of store. For in- 
stance, they have been leaders in a cam- 
paign to narrow the spread between the 
cost and retail prices of merchandise. 
The methods employed by these organi- 
zations, probably enabling them to at- 
tain such favorable operating results 
from the collective points of view of 
their customers, stockholders, and man- 
agements, included: (1) integration; 
(2) replacement of large numbers of 
small stores with fewer, large self-serv- 
ice units; (3) an extremely high stock- 
turn; and (4) a reduction of capital 
invested in fixed assets to an absolute 
minimum. Needless to say, their op- 
erating efficiency would seem to hold 
a real challenge for other types of retail 
organizations. 


Department-store operations 
extremely sensitive 


The data also show that depart- 
ment-store sales and profits displayed 
the greatest sensitivity to economic 
change and wartime conditions. There 
are a number of possible explanations 
for this finding. For example, their sales 
sensitivity during such periods may be, 
in large measure, inherent in their full- 
service type of operation. Relatively, 
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they are thought of as luxury stores by 
sizable segments of our population. 
During wars and other periods when 
quantities of goods are restricted and 
wages are high, more people can, and 
will, spend more money per unit of 
merchandise purchased than under 
normal conditions. The old urge “to 
keep up with the Joneses” probably in- 
fluences many such buyers with in- 
creased purchasing power to shop in 
department stores and to revert to their 
former purchasing habits when their 
capacity to pay for a luxury type of 
service is curtailed. The ability of de- 
partment stores to obtain relatively 
wide assortments and sizable quantities 
of merchandise during such periods 
may also play an important role in 
raising their sales during periods of 
scarcity. 

The sensitivity of department-store 
profits during such periods stems, per- 
haps, from the nature of their operation. 
For example, when merchandise is 
scarce, they can exercise greater control 
over merchandise returns, which not 
only eliminates a sizable handling ex- 
pense but also reduces markdowns and 
thus almost automatically increases 
gross margins. Again, these stores ex- 
perience relatively high operating costs 
as compared with sales during normal 
periods because of their high-rent lo- 
cations, large advertising appropria- 
tions, and sizable payrolls. As sales 
increase, these costs either tend to re- 
main constant or to increase at con- 
siderably slower rates than sales. As a 
result, their percentages of operating 
costs in relation to sales tend to de- 
crease rapidly. 

Specifically, according to figures pub- 
lished by the National Retail Dry 


IVinter 1950 


Goods Association, the gross margin of 
department stores in 1939 was 36.9 per 
cent of sales with expenses totaling 
36.4 per cent. The result was an op- 
erating profit of .5 per cent. By 1944, 
the gross margin of these stores had 
increased to 37.9 per cent, their total 
expense had decreased to 28 per cent, 
and operating profit had risen to 9.9 
per cent of sales. 

Other interesting findings of the 
study include: (1) mail-order and de- 
partment-store chains proved the most 
consistently productive group of stores 
from the investor’s point of view, and 
(2) variety chains produced the few- 
est sales dollars per dollar of net worth 
and the highest net profits as a per cent 
of net sales every year during the 
period of the study. 


Summary 


This study presents the reader with 
a body of data about the sales, profits, 
and net worths of selected department 
stores and chain-store organizations. 
The purpose has not been to pass judg- 
ment on the various types of opera- 
tions. Rather, it has been to provide 
pertinent facts about the operations of 
these stores and to emphasize the more 
interesting and significant developments 
over the eleven years in each field. For 
example, the outstanding successes en- 
joyed by each of the several groups 
have frequently resulted from diametri- 
cally opposed policies. This is especially 
true in the case of department stores 
and grocery-store chains. Specifically, 
department stores have embarked on a 
policy of decentralization and expan- 
sion through the medium of the branch 

(Continued on page 161) 











We believe in customer participation! 


Naomi R. Domer 


Training Representative, Abraham and Straus, Inc. 


The “biggest store in the biggest 
175,000 


charge- and budget-account customers 


borough” recently made 


partners in business! As the selling 
superintendent pointed out, “This pro- 
gram is unique, bold, daring! It’s never 
been done before, and nothing like it 
has ever been done on such a scale!” 
The Christian Science Monitor and the 
New York World-Telegram enthusi- 
astically reported the plan whereby 
customers could give “votes of compe- 
tence” to interested, efficient, and skill- 


ful salespeople. 


Program centered about customer 
service 

This store constantly strives to 
strengthen its position of dominance in 
its retail area. To achieve this, custom- 
ers must consistently be offered a high 
standard of selling and related services 
in addition to the ‘right merchandise at 
the right time at the right price.” So 
that the philosophy of customer service 
would continue to move forward, an 
uninterrupted program of better selling 
and better service has been maintained 
for the past several years. For example, 
to stimulate interest in creative selling, 
Gene Flack of Sunshine Biscuit, Zenn 
Kaufman of Philip Morris, and Dale 
Carnegie talked to the store's execu- 
tives at breakfast sessions. The pro- 
gram for 1950 had some startling in- 
novations. 

The plan was developed in enthusi- 
astic and exciting conferences. Here 
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was a chance to create a spectacular 
“First at A & S” coup—this time, 
however, in the field of customer re- 
lations and employee activity rather 
than in product or item development. 


Possible types of customer 
participation 

In investigating other customer-par- 
ticipation programs, it was found that 
several techniques to secure active par- 
ticipation were used. Coupons or 
awards to be given sales personnel were 
prominently and strategically placed in 
some stores so that customers could 
give the award on impulse. In another 
case, silver dollars were enclosed in 
letters to customers with instructions 
to give the dollar to some salesperson 
who had been very courteous to them. 
The motivation in this case made it al- 
most mandatory to present the silver 
dollar to some deserving salesperson. 
Neither of these approaches would ef- 
fectively accomplish the A & S _ pro- 


gram’s objectives. 


Risks involved 

From this investigation and on the 
basis of our defined objectives, an un- 
usual plan was drafted for acceptance 
by top management. The plan took int: 
account two possible risks which the 
store would have to take. 

Would a customer respond to the 
store’s appeal to good will? Manage- 
ment banked on the pride and loyalty of 
175,000 charge customers of the 
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“biggest borough’s biggest store.’’ As 
the results show, the confidence of top 
management in customer good will was 
more than justified. 

The other element of risk was the 
selling staff itself. Suppose the cus- 
tomers did not respond? The entire 
personnel was informed about the plan. 
Everyone knew the purpose of the 
program, how the contest was set up, 
what the prizes were to be, how the 
awards were to be made, and how much 
depended on the customer’s good will. 
Supporting the entire program was the 
belief in the consistent good service of 
A & S salespeople over an eighty-five- 
vear period, and the customer's aware- 
ness of this superior service. A negative 
response on the part of the customers 
would be a blow to customer relations 
and to employee morale. Would it be 
too great a risk? 


Purpose of program 


The operating board, composed of 
the seven operating vice-presidents, 
atter considerable deliberation, accepted 
the 1950 selling and service program 
presented by the store selling superin- 
tendent and the training director. 

The over-all purpose included three 
aspects : 

1. To train salespeople and others 
who have direct customer contact to 
give outstanding customer service 

Outstanding customer service in the 
best A & S tradition results in an im- 
pression on the customer that special 
attention is being given her by A & S 
employees thoroughly inculcated with 
the selling techniques and other skills 
needed to meet her shopping require- 
ments. Accordingly, the A & S service 


yrs 4 - 
Il mnter LYou) 


to customers should include: prompt 
recognition, courteous attention, a 
friendly understanding of her problem, 
helpfulness in solving the problem, 
knowledge and skill in the use of selling 
techniques. 

2. To increase sales and profits 

This will follow inevitably when 
special attention is given to customer 
service and expert salesmanship. 

3. To impress customers with this 
kind of outstanding service so that 
A & S ts the store at which to shop 


Program sold to store executives 


To accomplish these objectives, a 
store-wide selling and service program 
was launched. A training program was 
specially tailored by the training de- 
partment for supervisors, salespeople, 
and other personnel with direct cus- 
tomer contact. The follow-up of the 
training placed the emphasis on cus- 
tomer participation by inviting the 
customers to give awards to salespeople 
for outstanding service. 

Executives were called for briefing 
and training sessions in the training 
department. The purpose of the pro- 
gram) was outlined, the timetable ex- 
plained, and their responsibility in- 
dicated. By acquainting them with the 
program and selling them on the fall 
1950 program everyone in A & S was 
“in” on “Every Day Is Customer's 
Dav.” 


Musical skit for store personnel 
With this advance notice, the store 

personnel looked forward to the musi- 

cal skit 


Day.” It was a_ twenty-five-minute 


“Every Day Is Customer’s 


presentation starring two A & S ex- 
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ecutives who graphically portrayed 
“Miss Error” and “Mr. Hit’ at the 
A & S Playing Field with ten other 
executives forming the supporting cast 
or team. Carrying out the baseball 
theme, members of the team came up 
to bat—wrapping, inspection, delivery, 
housekeeping, elevators, reserve stick, 
telephone sales, credit, and advertising. 
The manager of the team coached his 
players in song: 


Customers are always right! 
Here at A & S. 

There is nothing like the might 
Of a customer, wrong or right! 


With this admonition from the man- 
ager, the team “played ball’ with an 
A & S customer. The lyrics were all 
written to popular musical-show tunes. 
The show was written and directed by 
the staff of the training department. 

This musical training skit was pre- 
sented to all store personnel at four 
showings. Full time, part time, and 
contingents were covered by the sched- 
uled performances. The selling support- 
ing staff was likewise included because 
the entire store personnel was to be 
covered by this project. 

To describe the plan in operation, 
the three phases will be considered 
separately : customer participation, em- 
ployee training, and the contest. 


Customer participation 

To plan for customer participation, 
the sales-promotion division of the store 
went to work on a letter to the cus- 
tomer. All regular charge- and budget- 
account customers were contacted by 


mail. Instead of the usual direct-mail 
promotions that are regularly included 


in the monthly statement, a special 

letter was enclosed with three votes of 

competence. No other printed matter 

was included. This, too, was a sharp 

departure from the standard procedure. 
The letter speaks for itself. 


Dear Customer : 

As one of our loyal customers we would 
like to invite you to be one of the judges of 
an employee contest that will start at A& S 
on September 18th. 

Actually, you'll be a winner as well as a 
judge—because this is a service contest which 
should result in you being served with even 
greater competence and courtesy throughout 
the store. 

Now here is where we need your help. An 
intensive training program for our salespeo- 
ple has just been concluded and, as one of 
our regular customers, we consider you best 
qualified to judge our service. 

The salespeople you judge as outstanding 
may win an all-expense cruise to Bermuda 
for two on the luxurious liner Queen of Ber- 
muda, including 2'2 dreamy days at the 
Princess Hotel and Cottage Colony—a 4 Skin 
Natural Stone Marten Scarf—or a weekend 
at the Waldorf. In fact, there will be fifteen 
grand prizes in addition to 270 individual 
prizes worth $10 each—all to be awarded to 
those employees who render outstanding serv- 
ice to A & S customers. 

For your use as judge, we have enclosed 
three cards with this letter—each represents 
your “vote of competence” for some A & S$ 
employee. If, during the contest (September 
18th to October 28th), you receive truly ex- 
ceptional service from an A & § salesperson, 
would you detach and award her (or him) 
one of these cards? 

Just one card to each person, please, and 
only when you feel it is fully deserved. 
Thanks ever so much for helping us to serve 
you better. We hope that when October 28th 
rolls around, you'll wish we'd sent you more 
cards. 

Cordially, 


David H. Gray 


Selling Service Superintendent 
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Via cycle billing, the letter with the 
three votes of competence was well 
distributed over the contest period so 
that response was constant during the 
entire program. 


Supervisor trains staff 


The department executives—buyers, 
section managers, and department man- 
agers—were responsible for training 
their staffs. Four training meetings 
were scheduled at two-week intervals. 
To cover the “increased sales and 
profits” objective, the following major 
problems were given special attention: 
(1) customer recognition (handling 
more than one customer at a time) ; 
(2) the handling of difficult customer 
situations (price resistance, overcom- 
ing other objections) ; (3) the increas- 
ing of each sale (add-a-sale, trad- 
ing-up); (4) the importance of good 
public relations. 

Detailed outlines for these four meet- 
ings were prepared by the training de- 
partment and distributed by the store 
selling superintendent well in advance 
of each meeting. Each divisional sell- 
ing superintendent (floor superintend- 
ent) was thoroughly familiarized with 
the outlines by the store selling super- 
intendent. The divisional selling super- 
intendent then conducted sessions with 
his section managers. The outline for 
buyers was handled similarly by the 
divisional merchandise manager. 

In selling supporting departments, 
department managers were briefed by 
the selling supporting department’s 
training representative; the details of 
the contests and how the teams were 
to be divided were explained. As the 
plan developed, all selling supporting 
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team members were scheduled to attend 
the floor rallies, to be held at the end of 
each two-week period, where their 
group would receive drawings in pro- 
portion to the votes of competence -re- 
ceived by the selling staff. 


Contest provisions 


At the outset it was fully recognized 
that, no matter how carefully planned, 
the perfect contest has not been in- 
vented. However, the excitement over 
the prizes was enough to motivate ac- 
tive participation and to foster team- 
work in the various selling divisions. 

A salesperson who received one or 
two votes of competence was given a 
blue customer-service pennant. Three 
or more votes entitled the salesperson 
to wear the gold pennant. Awards were 
presented to individuals by the divi- 
sional selling superintendents. This ob- 
vious badge of superior service was 
soon coveted by every salesperson, and, 
as time went on, a quick glance at per- 
sonnel revealed a veritable brigade of 
beribboned salespeople. The awards 
served a twofold purpose: a constant 
reminder to salespeople of customer 
service, and a focal point for customer 
attention and the subsequent presenta- 
tion of votes of competence to deserving 
salespeople. 

The accumulation of these votes was, 
of course, the gauge of the contest. 
Over the six-week period more than 
35,000 votes were awarded top-notch 
salespeople. The only criterion avail- 
able to evaluate the success of this 
venture was to compare it with the 
results of direct-mail promotions. In 
general, a 5 per cent return is consid- 
ered favorable on direct-mail promo- 
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tions. According to the results, the 
return was over 6.8 per cent. Consider- 
ing the more or less intangible benefit 
to the customer, management was 
pleased with the customer response and 
evidence of customer good will. 

In the light of objectives set up for 
this campaign, the results are worth 
pointing out. 


To the customer 

Evidence of improved service was 
obvious to the customer, to the section 
managers, and to the salespeople them- 
selves through the floods of votes pre- 
sented each day. 

Further interesting evidence of 
public acceptance was found in the 
hundreds of letters received from cus- 
tomers who requested additional votes 

three votes were inadequate to award 
favorite salespeople. The store received 
congratulations for taking such a for- 
ward-looking step in asking customer 
opinion and participation in determin- 
ing top-notch salespeople. Letters com- 
mending salespeople by name were 
routed to the selling floor so that they 
could be read by the department and 
then acknowledged by the specific sales- 
person cited. The appearance of these 
letters in the selling departments was 
concrete evidence of customer interest 
and sincere appreciation. <All other 
letters expressing customer opinion 
and appreciation were answered per- 
sonally by the store selling and service 
superintendent. 

It is impossible to measure com- 
pletely the good will created by the 
letters which thousands of customers 
received and never acknowledged. 
However, in seeking customer opin- 


ion, a genuine interest in the customer's 


judgment of good service undoubtedly 
strengthened customer relations. 


To the salespeople 


The outstanding result for sales- 
people was the immediate response of 
their “See You (CU) Customers.” 
Many of them have served the same 
customers for many years and have 
loyal followings. To have these cus- 
tomers express their appreciation so 
wholeheartedly did much to stimulate 
superior service and boost employee 
morale. 

The electric excitement of the final 
drawings and the awarding of grand 
prizes to the winners charged and sur- 
charged the entire organization with 
enthusiasm. Since awards were made 
by the general manager, the seven op- 
erating vice-presidents, and several 
other major executives, a memorable 
occasion became an impressive occa- 


sion. 


To the store 


The congratulations of customers to 
management for giving them an oppor- 
tunity to express themselves and to 
show A & S their appreciation were 
gratifving. .\ feeling of participation 
and importance was an unusual ex- 
perience for the average department- 
store customer. The campaign, in effect, 
underscored this aspect of customer- 
store relations and made partners of 
A & S customers. 

In regard to the objectives of increas- 
ing sales and profits, it is impossible to 
attribute increased volume directly to 
the “Every Day Is Customer’s Day” 
program. However, the long-range 
effect of improved service would logi- 
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Salesmanship—what’s that? 


James McEwen 


Member of Faculty, New York University School of Retailing 


A word of many meanings 


“Salesmanship” is probably one of 
the most used and misused words in 
retail business language today. Just say 
“salesmanship” to any group of ten 
people and the chances are pretty good 
that each will have a different concept 
of its meaning. Ask any ten people to 
define salesmanship and listen to the 
stumbling and confusion before you 
get their answers—all different. This 
holds true no matter whom you ask— 
store customers, retail storekeepers, 
retail salesmen, or experts in the field. 

Pick up any ten books on the subject 
of selling and you will find ten different 
definitions of “salesman.”” The Depart- 
ment of Labor was so confused when 
it sought to establish job definitions and 
descriptions for this category of worker 
in the retail field in 1938 that it finally 
set up three different definitions and 
descriptions, labeling them ‘“‘sales- 
clerk,” “salesperson,” and “salesman.” 
Despite the confusion, is any word 
more common in retail business 
language today or is any single person 
more important to the continued suc- 
cess of our exchange economy than the 
salesman who keeps the merchandise 


cvcle revolving ? 
General disagreement about 
salesman’s function 


The reason for this confusion is not 
hard to locate. It inheres in the fact 
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that there is little agreement about the 
salesman’s function in the retail-sales 
picture. The retail-store customer all 
too often thinks of the salesman as any 
person who is supposed to “wait on” 
her. This attitude is engendered in the 
customer who is accustomed to depend 
upon a retail salesman for little more 
than finding wanted merchandise, pro- 
viding price information, and taking 
care of the details related to the trans- 
fer of merchandise ownership after she 
has made her decision to buy. If a cus- 
tomer finds any source of annoyance 
with the store salesmen, it is more apt 
to be due to an inability to find one to 
serve her than to any lack of skill on 
the part of the salesman in the art of 
selling. The retail storekeeper usually 
thinks of the salesman as anyone who 
stands inside a counter, keeps mer- 
chandise looking right, and hands in 
a sales tally at night. As long as each 
daily tally continues to add up to more 
than it did on a corresponding day a 
year ago, the storekeeper is pleased 
with the salesman and the quality of 
salesmanship being practiced in his 
store. 


Salesman uncertain of his 
function 


Probably the most confused person 
of all, regarding his function, is the 
retail salesman himself. Training for 
his job generally centers about instruc- 
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tion in how to make out sales checks 
correctly, what to do with the money 
the customer offers in payment for mer- 
chandise, and whom to call when some- 
thing goes wrong. The retail-store 
salesman is seldom made to feel that 
his job is actually important or that it 
encompasses anything beyond these 
simple duties. The usual occasion for 
attention to the salesman’s personal 
performance comes when he sends a 
customer's package to the wrong ad- 
dress or makes some other error in 
system. Since the customer seems to 
expect little of him except to find 
wanted merchandise and take her 
money, and the storekeeper demands 
little oi him except to take care of stock 
and hand in a suitable sales tally each 
night, why should the salesman think 
that his function encompasses any other 
activities? In fact, with the principles 
of self-service or self-selection being 
expanded into nearly every line of 
merchandise, with telephones and vend- 
ing machines being used to sell more 
and more merchandise, how can the 
salesman gain a clear impression of his 
importance in the retail selling pic- 
ture? 


Salesman not an order taker 

But what is the importance of the 
retail salesman? Has he performed his 
job properly by finding enough mer- 
chandise for enough customers who 
decide to buy often enough to provide 
the salesman with a large enough tally 
at night often enough to hold his job? 
Obviously, the answer to this question 
is “No!” In fact, salesmen are not 
needed for many of the sales that take 
place in stores every day. With the 
proper use of assortment displays, in- 


formative labeling, and the substitu- 
stock-finder cashiers” for a 
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tion of 
large proportion of the store employees 
now called “salesmen,’ much of the 
misunderstanding about the meaning 
of the term would disappear. In other 
words, the first step is to eliminate 
salesmen, per se, or to stop classifying 
individuals as such when no real sell- 
ing is involved. Incidentally, if stores 
systematically followed this practice, 
perhaps they would have enough money 
to pay their real salesmen in proportion 
to the importance of their productive 
etforts. With the labor market tighten- 
ing again, such thinking might pay big 
dividends. 

Salesmanship defined 

How do we determine the need for 
the salesman in the retail store today ? 
Where do we find the points at which 
we can substitute displays or automatic 
selling devices for the retail-store sales- 
man? If salesmen are necessary, how 
can we clear up their confusion in re- 
gard to their function? 

It is necessary to return to funda- 
mentals to determine the importance 
of the salesman and to explain to him 
why he is necessary. Salesmanship has 
been defined as the art of building value 
until it is greater than price in the cus- 
tomer’s mind. The importance of the re- 
tail salesman to himself, to his organi- 
zation, and to the customer is inherent 
in this definition. It 1s hard to conceive 
of a time when the salesman will not be 
necessary to accomplish this objective 
for a sizable proportion of the merchan- 
dise the public buys. Certainly, under 
our present economic structure, the 
possibility of entirely eliminating the 


salesman seems remote. 
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Getting vs. giving 

However, a complete analysis of the 
definition is needed to bring to light 
its full meaning. For example, what 
importance does it attach to the job 
of the retail salesman? Obviously, its 
importance centers about the meaning 
of the two words: value and price. In 
retail parlance, these two words are 
Business 


practically interchangeable. 


executives and even customers fre- 
quently assume that the price of mer- 
chandise indicates its value. From the 
customer's point of view, however, the 
meanings of value and price are di- 
ametrically opposed. Specifically, in the 
customer's mind, value is what she gets 

price is what she gives. Getting and 
giving are at opposite ends of the 
scale as far as the customer is con- 
cerned. 

An examination of what takes place 
during the selling process will help to 
clarify this concept. For all practical 
purposes, when a customer is contem- 
plating a purchase, the value-price re- 
lationship can be pictured as shown in 
Figure I. Before a sale takes place, it 
is probably safe to assume that value 
and price are more or less in balance 
and that the 
what she has to give against what she 
expects to get. When the proper re- 
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lationship is created between value and 
price, with value being equal to, or 
greater than, price, a sale will result, 
provided the customer has the purchase 
price. 
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Price selling 

There are two ways a salesman can 
proceed in trying to create a favorable 
relationship between value and price 
in the customer's mind. 

First: The salesman can attempt to 
push price down. This can be accom- 
plished by making the price seem rela- 
tively low. Typically, this method in- 
cludes the use of such words as “bar- 
gain,” “good buy,” “special purchase,”’ 
“free services,’ or “reduced price.” 
Easy-payment plans may be considered 
in this general category. (Reductions 
from former selling prices do not need 
to be a factor, however, in this type of 
selling.) Any selling efforts that aim 
to push the price lower in the cus- 
tomer’s mind should be classified as 
“price selling.” 

If the salesman is successful in this 
attempt, a sale should result. Figure 
II shows the relationship between value 
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Ficure II 

and price in this instance. Despite the 
fact that this type of selling frequently 
results in a sale, it can readily be seen 
that the salesman employing it has not 
applied the selling principles implicit 
in our definition. He has not built the 
value of the merchandise in the cus- 
tomer’s mind, although his efforts have 
resulted in creating a favorable rela- 
tionship between value and price. Too 
much selling is of this nature. The 
salesman who employs this method fails 
to impress the customer with the true 
value of her purchase. 
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Value selling 


Second: The salesman can attempt 
to push value up. To practice his art in 
a way that actually builds value in the 
customer's mind, the salesman must 
understand that his true objective is 
far removed from trying to push price 
down. His real purpose is to try to 
push value up. If he accomplishes this 
task successfully, value, or what the 
customer gets, will be greater than 
price, or what the customer gives, and 
a sale will result. This type of selling 
may be classified as “value selling” and 
is illustrated graphically in Figure IIT. 
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There are two general ways in which 
the salesman can try to build value in 
the customer's mind. He can tell the 
customer what the merchandise ts, 
or he can tell the customer what the 
merchandise docs for her. In his at- 
tempt to build value in the customer's 
mind by telling her what the mer- 
chandise is, the salesman = should 
sprinkle his conversation liberally with 
descriptions of merchandise features 
such as: construction, materials, man- 
ufacturing processes, and trade names. 
He may be expected to dwell on the 
fact that the product is hand-tailored 
or percale or welt-sole or Steinway. 
Obviously, if the customer understands 
fully what these factors mean in terms 
of the prestige or satisfaction she will 
get from the product and is interested 


in these factors, its value will be es- 


tablished in her mind, and a sale will 
result. 


Important element—what 
merchandise does 


However, in the final analysis, the 
customer is not interested in construc- 
tion or materials or manufacturing 
processes or trade names per se. She 
is interested in such factors only to 
the extent that they add to her total 
satisfactions as a consumer of the 
product. When the salesman stops after 
telling the customer what the mer- 
chandise is, he stops one step short of 
establishing its value in the customer's 
mind. He assumes that she will auto- 
matically translate the merchandise fea- 
tures into value features, that she can 
make the transition from what the 
merchandise is to what it does for her. 

In a large percentage of cases, this 
is not a safe assumption for any sales- 
man to make. All too many customers 
may find this process difficult, if not 
impossible. Even the most seasoned 
shopper becomes confused by the maze 
of ever-changing trade names, patented 
processes, materials, and construction 
features, although she is often loath to 
admit it by asking the salesman why 
he is stressing a certain merchandise 
feature. 

The salesman—an interpreter of 
value 

The salesman should assist the cus- 
tomer through the transition by telling 
her specifically and simply what the 
merchandise is and, then, what the 
merchandise does for her. Only when 
he takes this final step has he truly 
built value in the customer’s mind. He 
will tell the customer that “the suit 1s 
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hand-tailored and, therefore, is distinc- 
tive and exclusive”; that ‘“‘the sheets are 
percale which, because of a high thread 
count, will have luxurious smoothness 
during years of satisfying wear’’; that 
“the child’s shoe has a welt-sole which 
will stand hard wear and scuffing”; 
or that “the piano is a Steinway, a name 
that assures her of life-long satisfac- 
tion.”’ Even these rather common terms 
may not be very meaningful to some 
customers. There are thousands of 
less common words used every day by 
salesmen in giving explanations to cus- 
tomers who are not impressed because 
they cannot relate the meanings of the 
words to anticipated satisfactions. 

A composite diagram of value-price 

Re 


selling shows the advantages of the 


d 


value-selling approach (Figure IV). 
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That a great deal of retail-store mer- 
chandise will sell without this action 
on the part of the salesman can be 
attributed to the fact that the value of 
much merchandise is apparent to the 
average customer, or that it has been 
made clear to her by display or through 
means other than a salesman. Since 
that is true, it creates the danger that 
everyone—customer, storekeeper, and 
salesman—will forget the salesman’s 
real function and expect the customer 
or the merchandise to do all the work. 


Importance of the salesman 


Now for an answer to our previous 
question: “\What is the importance of 
the salesman?” In the light of the 
concept explained here the answer can 
be only: the salesman is so important 
to the successful completion of those 
sales where he ts essential that, without 
him, no sale would result. 

These conclusions clarify his task 
and estabhsh a basis for his rewards. 
They assist materially in clearing up 
the serious and malicious misunder- 
standing about the meaning of “‘sales- 
manship’ and, at the same time, put 
new purpose into the salesman’s task. 

‘Two concrete steps. both essential to 
the accomplishment of our purpose, 
are: first, let us reserve the title “‘sales- 


man” for those store emplovees who 
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whom, many retail sales would not be 
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Loss-leader selling—the enemy of 
successful retailing 


Mrs. R. M. Kiefer 


Secretary-Manager, National Association of Retail Grocers 


A well-chosen term 

The practice of “loss-leader” selling 
is common to all types of retailing and 
is found in the drugstore and the de- 
partment store, as well as in the grocery 
store. 

The grocer may use canned or 
packaged goods as leader, or he may 
have a special on meat. Housewives 
usually become aware of these “bar- 
gains” through splashy advertisements 
and ‘‘don’t-miss-this-great-opportunity ”’ 
displays. 

The term, loss-leader selling, is well 
chosen. For, in the end, this type of 
selling proves a loss to both customer 
and retailer. 

The customer likes a bargain, of 
course, but most discerning shoppers 
realize that there must be a profit for 
the store owner if his business is to 
continue, his goods to remain of high 
quality, and his services efficient and 
courteous. This is the accepted Ameri- 
can way of doing business and_ the 
customers generally subscribe to it, 
especially when the retailer's prices are 
fair and reasonable. 


An old practice 


Loss-leader selling is nothing new. 
It is almost as old as retailing itself. 
And almost as old as the practice is 
the fight that has been waged against 
it. Throughout the years, the forward- 


looking elements of our industry have 
fought it strenuously with varying 
degrees of success. 

Just 64 years ago, in 1886, Artemus 
Ward, in the Philadelphia Grocer, con- 
ducted a spirited campaign to stop the 
loss-leader selling of sugar. In no un- 
certain terms he pointed out that, by 
sacrificing profit on sugar, the seller 
was hurting himself and most certainly 
not helping the buyer. He argued that 
loss-leader selling was inspired by ill- 
judged competition and that it obliged 
the grocer to “charge double profit on 
one half of his stock in order to cover 
the profitless half and thereby put 
himself in a false position before the 
world and his customers.” 

In the latter part of the nineteenth 
century the loss suffered on sugar was 
customarily made up on teas, and, 
according to Ward, the customer “re- 
gards that profit on teas as exorbitant 
and in many cases is so impressed with 
the fact that he starts a tea store, 
shrewdly intending to sell only the 
profitable line of groceries.” 


Ward’s recommendations 


Ward recommended that, by setting 
equitable profits on all items, both 
grocer and customer would benefit, the 
grocer in gaining his customer’s con- 
fidence and the customer in finding 
lower prices on the items on which 
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profits had customarily been taken. 

He stressed two points: 

1. “Sell vegetables, fruits, and other 
perishable goods at smaller margins 
and get a profit on sugar. It is much 
fairer to the poor customer.” 

2. “Take part of the profit off tea 
and coffee and put half as much on 
sugars as you have taken off and the 
customer will be benefited and show 
his appreciation in increased trade.” 

This early food writer’s campaign 
was a wise one and undoubtedly raised 
the status of sugar in retail food stores. 
But the very fact that loss-leader selling 
exists today is evidence that his fight 
and that of others who have followed 
have not been entirely successful. 


A cancerous growth 


The executive board of the National 
Association of Retail Grocers, at its 
semiannual meeting in Washington a 
little less than a year ago, took up the 
battle with renewed energy. Declaring 
loss-leader selling ‘the most immediate 
and serious threat to orderly and effi- 
cient distribution of food,” the board, 
in a vigorous resolution, continued that 
“like a cancerous growth, loss-leader 
selling must be rooted out and exter- 
minated early before it secures such a 
strong foothold that only the most 
drastic and painful action can arrest 
its continued development.” 

This hard-hitting resolution further 
said that “it is clear beyond dispute 
that no one benefits from selling below 
cost. Experience has proved that the 
practice does not build or sustain a 
volume of business for the retailer ; that 
price wars terminating in the complete 
extinction of profits, huge losses or 
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bankruptcy result; and that in the end 
the consumer suffers through the 
elimination of competition.” 


An insidious practice 


Thus we see that the growth of 
loss-leader selling has been insidious 
through the years; and its evils are so 
great that it warrants strong action. 
Since Artemus Ward’s day it has 
spread to other items in the retail store 
besides sugar, and beyond the food 
store to other establishments. 

We are now confronted with the 
necessity of terminating this unbusi- 
nesslike practice before it terminates the 
operations of those retailers who prac- 
tice it. As for the retail food business, 
it has been proved time and again that 
loss-leader selling can eliminate profit 
more quickly than any other practice a 
retailer can be misled into trying. It 
can quickly and shamefully prove a 
critical handicap. 


**Mis-leader” more appropriate 


The late Supreme Court Justice 
Louis Brandeis accurately and effec- 
tively denounced loss-leader selling in 
the following terms: 


It is a bait, called by the retailer a “leader,” 
but the cut-price article would more appro- 
priately be termed a “mis-leader,” because 
ordinarily the very purpose of the cut price 
is a false impression. ... . \ single, promi- 
nent price-cutter can ruin a market for both 
producer and retailer, and the loss to the 
retailer is serious. On the other hand, the 
consumer’s gain from price cutting is only 
sporadic and temporary. The few who buy the 
standardized article for less than its value 
do benefit, unless they have, at the same time, 
been misled into buying some other article at 
more than its value. The public, generally, is 
the loser, and the losses are often permanent. 
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A harmful device 


It is strange, indeed, that loss-leader 
selling still exists when there is actually 
no disagreement in regard to its 
injuriousness. It is now acknowledged 
by all as harmful to the country at 
large, for not only is it injurious to the 
retailer, wholesaler, and manufacturer, 
but it is harmful to agriculture and 
labor as well and seriously affects con- 
sumers. 

It is just as true today as it was more 
than a half century ago when Artemus 
Ward pointed out that if an item is 
sold at less than cost, considering raw 
material and wages paid to labor of all 
kinds, as well as retail-store costs, some 
other item must be priced higher than 
it should be. Otherwise, the distributor 
is unable to pay his normal operating 
expenses and cannot remain in business. 

The retailers, especially the inde- 
pendent retailers, have the best reasons 
for bringing loss-leader selling to an 
end. It is the independent retailers 
as a group who should take the lead in 


an all-out, nation-wide effort to stop it 


i 


once and forever. 


Education necessary 

Education of both distributors and 
consuming public is the only way in 
which loss-leader selling can be ban- 
ished. Legal process alone will never 
do the job. If it could, that method 
would have been proved successful long 
ago. Experience has shown that the 
most effective method of suppressing 
unethical and injurious trade practices 
is the wholesale abandonment of such 
practices by voluntary action. 
The elimination of loss-leader selling 


would: 


RETAILING 


1. Stabilize the business of distribu- 
tion without interfering with honest 
and legitimate competition 

2. Protect the consumer against hav- 
ing to pay excessive prices on certain 
of his requirements to make up losses 
on goods sold below cost 

3. Serve labor by easing the down- 
ward pressure on wages which must, 
of necessity, accompany profitless sell- 
ing 

+. Relieve agriculture of the dis- 
astrous price declines which occur when 
below-cost selling by distributors drives 
the market to lower and lower levels 


A technique of deception 


The practice of loss-leader selling 
deceives consumers and, at the same 
time, injures them. It sets up a fic- 
titious and destructive competition and 
engenders suspicion and confusion in 
the minds of all who deal with those 
distributors of commodities being sold 
as “bait” or “loss-leaders.” 

Furthermore, loss-leader selling is 
economically and ethically wrong. Re- 
tailing 1s a service operation. \Whatever 
profit is realized comes from services 
rendered, since retailers add little other 
lus con- 


venience. There 1s no fixed dollars- 


than service—mainly labor 
and-cents value on services and con- 
venlences, but the cost goes up with the 
amounts of these intangible commod- 
itles—service plus convenience—made 
available to the consumer. Each com- 
modity sold to the consumer has a 
certain value added to cover the fixed 
operating costs, and if one commodity 
is sold below cost, or at a loss to entice 
the consumer into the store, other 


t. 


articles must, of necessitv, carry the 


_ ~ 
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entire cost of handling all these items 
and commodities. 

Thus, for example, if sugar, beans, 
potatoes, and preserves are all sold in 
the store, with sugar sold at a loss, then 
the buyers of beans, potatoes, and pre- 
serves have been deceived and are over- 
charged in order to make up for the 
special “bargain” or “below-cost” price 


on sugar. 


A united effort needed 


With the rising trend of inflation 
beginning to reassert itself now, it 
appears that the threat of loss-leaders 
may subside for a time, but be assured 


that they will be back again from time 


to time when more normal conditions 
prevail and the “law of supply and 
demand” governs our supply of food 
and other commodities. 

The current lull, so to speak, in loss- 
leader selling is just the psychological 
time in which to augment a soundly 
conceived campaign against it. It 1s 
the time when all retailers can join in 
a nation-wide effort to prevent loss- 
leader selling before it has worked 
irreparable damage. 

Tomorrow’s better business and the 
greater prestige we will gain as far- 
sighted businessmen will be sufficient 


reward for our €fforts. 





Retailers Increase Sales Produc- 
tivity of Invested Dollars 


ntinued from page 147) 


store. In contrast, grocery stores have 
closed many small outlets and de- 
veloped the “supermarket” type of 
store. Again, it is probably significant 
that department stores are making more 
the “lease-back” sys- 


Irequent use 


tem, which has proved so successful in 
the grocery-store chains. Generally, the 
data indicate that, despite rising taxes 
and higher costs of goods and services, 
all groups of stores studied are in a 
more advantageous position today than 
in 1939, The future will determine 
whether these retail organizations can 
maintain their positions or whether 
they will sink back to their 1939 status. 














More about the auction 


The auctioneer’s place in retail selling 


Rocco J. Battista 
Member of Faculty, Rider College, Trenton, N.J. 


No matter where they live and 
breathe, human beings are essentially 
alike. They think much the same and 
have and cater to the same basic wants. 
The auction appeals to all of them— 
city and country people alike. For in- 
stance, as fruits and vegetables flow 
from country to city, other commodi- 
ties are carried along* reverse routes 
and sold from the tailboards of the 
trucks at rural intersections. 


The country auction, a part of 
the American scene 


The country auction is quite different 
from its city counterpart. If formality 
and stuffiness reign in the large gallery 
on Madison Avenue, an easy and 
leisurely atmosphere is to be found in 
rural New York just a few miles away. 
Once, an auction called for mid-morn- 
ing was delayed for several hours be- 
cause the circus was being loaded close 
by, and everyone including the auc- 
tioneer turned out to wish it bon voy- 
age. 

The country auction is part of the 
American scene. It is often like an 
outing. Grown folks would rather at- 
tend an auction than go to the theater, 
and they find just as much drama 
there! The children attend auctions and 
live riotously as they gorge themselves 
with ice cream and soda pop. It affords 
youngsters an opportunity to get to- 


162 


gether while their elders circulate, 
assuming an air of importance, hoping 
to get something for nothing. 

The city dweller who is likewise 
attracted to the country auction will 
also be entertained. He will pay for it. 
The “hot money” burning a hole in his 
pocket will go for merchandise, the 
prices of which he would balk at paying 
in an urban place. The farm sale has not 
changed for decades. It is a social event, 
a veritable gold mine for the collector 
who knows his business, a snare for 
the ones who do not. 


Any season goes 


The springtime is a good season dur- 
ing which to auction farm goods be- 
cause livestock has wintered long 
enough to show good condition, while 
farmers who have sold stock during 
the previous fall because of lack of 
feed to carry it through the winter are 
ready to purchase new animals. In the 
city, spring moving causes activity in 
the sale of furniture, for many house- 
holders would rather start anew than 
move old pieces. 

In the summer when city people are 
“Seized with a divine nostalgia” to at- 
tend the country auction, and they 
consider it a satisfactory objective for 
a motor trip, a strange medium of ad- 
vertising is detected. The auctioneers, 
local tourist homes, hotels, and eating 
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places have reciprocal arrangements 
for popularizing one another’s offerings. 
As most of the wealthy class leaves the 
city in the hot months, these months 
make the best time for the less for- 
tunate to attend urban auctions. 

The autumnal months of October 
and November once again bring live- 
stock in good condition. Articles offered 
in the gallery do not sell well just be- 
fore Christmas because ordinarily gifts 
are not purchased at auction. It is pref- 
erable to go to retail stores where the 
privilege of exchange is extended. At 
this time of the year, one should also 
‘grind 
shops” where a play is made on good 


‘ 


beware of the fly-by-night 


nature heightened by holiday spirit. 

Inclement weather makes no differ- 
ence to the farmer who needs new 
stock or new equipment. Rain is a deter- 
rent in the city, but a poor week end in 
winter will cause larger audiences— 
larger than a fine week end in late 
spring, or in early fall. 


The buyer will travel 


Buyers are willing to travel. Nation’s 
Business reported during the era of gas 
rationing a few years ago that some 600 
persons attended a three-day sale in the 
Adirondack Mountains. Out-of-town 
antique dealers make regular trips to 
the big cities, their sources of supply. 
Traveling is profitable. There is less 
competition for the New York buyer 
in such cities as Philadelphia, Balti- 
more, and points in Connecticut. Scat- 
tered places in New England, New 
York, and New Jersey also come in 
for a share of visitors. Individuals have 
been known to cover from 3,000 to 
4,000 miles, traveling to such cities as 
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New York, San Francisco, London, 
Berlin, and Paris. Indeed, at the sale 
of the Willys Corporation plant assets 
in Elizabeth, New Jersey, several years 
ago, prospects came from Switzerland, 
Japan, England, and Norway. 


There are problems 


The excitement, techniques, and cir- 
cumstances surrounding the auction 
sale give rise to peculiar preblems con- 
cerning both the buyer and the seller. 


The buyer’s problems 


On occasion the charge of dishonesty 
has been leveled against the institution 
and possibly not without foundation. 
“Cappers” are used to raise bids; mer- 
chandise is switched; false bids are 
announced. To infer that all sales are 
“phony” would be as unfair and as 
inaccurate as to say all retail establish- 
ments are crooked because customers 
are cheated once in a while. It has been 
admitted by those in the field that a 
housecleaning might be in order in con- 
sequence of the “high percentage of 
honest, fair-minded, individuals who 
suffer because of the minority.” 

A prospect may be permitted to raise 
his own bid. This happens when two 
call an offer simultaneously but only 
one is accepted. Since neither bidder is 
informed he may unwittingly raise his 
own bid. Again, the auctioneer may 
purposely fail to hear the bid of a new- 
comer. Misrepresentation of the quality 
of goods may be made, and inspection 
not permitted. Inferior merchandise 
may be delivered to an unsuspecting 
buyer, while better quality lots are 
knocked down to those “in the know.” 

Take the announcement carrying a 
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false address. The prospects go to the 
wrong place. The seller declares no 
buyers appeared ; subsequently, he sells 
the goods to his business friends at 
predetermined low prices. Hand in 
glove with the false address goes false 
advertising. The sale is to be held 
“without reserve” and is so heralded. 
When the buyers arrive, they are in- 
formed that, as a condition of sale, 
merchandise will not change hands un- 
less the offer reaches a certain figure. 
One frequenter has been heard to re- 
mark that he was sick and tired of 
those bogus auctions that are supposed 
to dispose of large stocks, according to 
ads and circulars, but that do not pub- 
licly sell anywhere near what is claimed. 
Among other problems encountered is 
the disposal of nonbona fide auction 
goods. Swindlers seize upon the oppor- 
tunity to move shoddy merchandise, 
worthless trinkets, and other junk. 
Sometimes a seller attends a private 
sale to acquire his own merchandise. 
If bidding does not reach the point he 
thinks it should, he buys it back. The 
drawback with this practice is the costs 
involved, including those of storage. 
Buyers are guilty of making agreements 
with sellers to bid up lots though they 
have no intention of purchasing. In re- 
turn for the favor, a lot in which a 
buyer ts interested is knocked down to 
him at a low price. Discrimination is 
made against newcomers of whom high 
deposits are required, while the deposit 
is waived in the case of favored cus- 
tomers. Finally, resort is made to the 
use of “plants” or merchandise that is 
not properly a part of the stock. Sup- 
pose the contents of a house are to be 


sold. A local dealer convinces the auc- 


tioneer that he should add several lots 
that the former cannot move in his own 
establishment. These are put up and 
sold as part of the estate and no one is 


wiser. 


The seller also has his problems 


If the buyer has his problems, the 
seller, nonetheless, has his. The un- 
thinking individual takes for granted 
the functions performed by the seller 
without appreciating that the latter is 
beset with annoyances and is often 
victimized himself. Many are conver- 
sant with the point of view of the buyer, 
and sympathy is more likely to be 
lodged there. In all fairness, cognizance 
should be taken of the problems facing 
the auctioneer. 

Baggage left at a hotel, railroad, or 
some other checkroom is turned over 
to an auctioneer for sale. The original 
owner appears and accuses the auc- 
tioneer of having opened and rifled it. 
In another instance, a case or box and 
contents are purchased and opened on 
the auctioneer’s premises. The buyer 
selects the articles he finds appealing 
and leaves the rest to be disposed ot 
by someone else. 

Ordinarily there is a justification for 
buyer complaints when standard mer- 
chandise is offered tor sale by a store, 
and the seller has the opportunity of 
realizing a fair margin. The auction 
differs in this respect. Most auction 
stock is of distress nature. Has a buyer 


1 
> 
il 


the right to be exacting? To obviate 
misunderstandings, the buyer should 
arrive early to inspect the lots in which 
he is interested. 

Good items go for a song when the 


audience has reached the point of satur- 
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ation in its bidding ; that is to say, when 
the individuals comprising the audience 
have purchased as much as they can 
afford to buy. The shrewd buyer holds 
out until such time. The auctioneer 
attempts to protect himself against this 
contingency by keeping a few good 
pieces for a more propitious time. 

Nor is the buyer always honest him- 
self. If he does not “lift” an article out- 
right, he hides it in a carton or box 
containing less valuable items in the 
hope that all will be put up at the same 
time. He steals a part of an ensemble 
such as the lid belonging to a sugar 
bowl. Later he bids on the bow] calling 
attention to its worthlessness without 
a cover. He acquires the bowl at a 
nominal figure. 

Then there is the principal who has 
formed a great attachment to an article 
and who will stand by, creating a dis- 
turbance as it goes over the block, 
particularly if the bidding is not to his 
liking. He also refuses the check for 
the proceeds because he thinks the 
day’s activities should have brought 
more. Buyers stoop to bribing a mem- 
ber of the crew who is asked to move 
goods into a dark corner, thus decreas- 
ing the likelihood of detection or in- 
spection. 

The expense of running an auction 
frequently outweighs anticipated re- 
turns. So may the cost of advertising 
be extraordinarily high since the 
amount of merchandise offered is suffi- 
cient for a sale of only one hour's 
duration. The auctioneer who has a 
regular following must consider the 


ent by those who come and find 


The effect of business conditions 


At one time the auction sale under- 
took part of what is now the function 
of the stock exchanges. After the 
Civil War, the economy experienced 
panics that contributed greatly to the 
activity of auctioneers. It was reported 
in Literary Digest during the course 
of the 1929 panic that during the 
former postwar period many securities 
were brought to New York from all 
parts of the country to be turned into 
cash for whatever they would bring. 
Bankers, in turn, found many bar- 
gains at the weekly auctions. A 
few cents on the dollar were realized 
during the Florida real-estate bust, 
as the wreckage of many promising 
deals floated over the auction block. 
Fine-arts masterpieces were disposed 
of during 1929 when prices hit a 
new low, and book values dropped 
from 25 per cent to 75 per cent of their 
former figures when knocked down. 
Buyers at dress sales were reported on 
the increase in 1932, and the number 
of auction houses were said to have 
increased about this time. As more and 
more failures became evident, greater 


activity was looked to by the auction- 


As an economic barometer 
Inasmuch as the auctioneer sells 
great quantities of distress merchandise, 


a rise of activity in this field is indica- 


tive of adverse economic conditions, In 
March 1947, Business Week reported : 


T tas 1 co Po F , 
The Colonels are feeling pretty good 


these days. Their profession has weathered 


some dismal times during the war years but 


w sees bright skies ahead. And good 
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business for the colonels means bad business 
for the general economy. 


A study of government statistics 
tends to bolster this contention: 


American 
back 
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And the wars 


work of the 
was facilitated 
individuals con- 


The 
Red Cross 
1918 when 


of war? 


What 


in 


Industrial and Commercial Failures (1946-1947) 


1946 TOTAL 
January 80 
February 92 
March 86 
April 81 

May 92 
June 69 
July 74 
August 92 
September 96 
October 123 

November 104 
December 14i 

Monthly Average 94 

1947 

January 202 
February 238 
March 254 
April 277 
May 278 
June 283 
July 299 
August 287 
September 292 
October 336 
November 313 
December 317 
Monthly Average 290) 


Source: 1949 Statistical Supplement (United St 


It will be noted that the monthly 
average of total failures was 94 in 1946, 
whereas it rocketed to 290 in 1947; 
retail failures went from 25 to 102, and 
wholesale failures from 8 to 37 when 
the same years are compared. A surge 
can be seen in retailing failures late in 
1946, the upward movement continuing 
and jumping erratically in February of 
1947 and thereafter. 


ites 


Mec. 

& MINING RETAIL WHOLESALE 
35 22 3 
29 27 9 
41 17 10 
34 25 10 
41 26 * 
25 24 3 
36 17 5 
K 26 5 
32 28 8 
60 21 17 
38 36 8 
58 35 16 

3 25 8 
67 26 27 
92 70 34 
108 88 24 
117 84 37 
155 119 I 
95 108 36 
107 105 40 
99 102 44 
101 103 40 
98 129 55 
124 145 26 
112 123 33 
106 102 37 
Department of Commerce, Washington, D.C.), p. 23. 


tributed pearls. These, in turn, were 
made into necklaces, and the names of 
donors attached thereto. The unique 
pieces were disposed of by auction. The 
years following the First World War 
brought the inevitable depression, and 
industrial plants and government-sur- 
plus stocks were put up for sale. Those 


were lush days for auctioneers. 
During the Second World War, un- 
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used or bankrupt machinery and plants 
were sold at auction and placed again 
in operation by their purchasers. Small 
pieces that were worn out had to be 
replaced. Shortages of these small 
pieces frequently put machines out of 
commission, but replacement parts were 
sometimes secured in front of the block. 
Under the stress of great need, prices 
of items were forced far out of line 
with their original costs. For example, 
a farmer is reported to have paid 
$295.00 for a secondhand, four-row 
beet and bean cultivator that ordinarily 
sold for $135.00 when new. An imple- 
ment dealer admitted with a somewhat 
red face that he had sold an old disc 
for $150.00, the original price of which 
had been $25.00. 


e 


*Hot money” and shortages of 
consumer hard goods 


The war placed money in the pockets 
of many people who had never dreamed 
they would ever see so much at one 
time. The following table is indicative 
of the increase in wages for the prewar 
and postwar periods. 

While money income was on the rise 
during the war, the supplies of radios, 
refrigerators, and automobiles, as well 
as of other mechanical gadgets that 
everyone wanted to purchase, were 
seriously curtailed. The rush was on, 
and most of what was in the stores was 
sold quickly. With a dearth of the de- 
sired items in retail outlets, buyers, 
who otherwise would have raised an 
evebrow at the thought of purchasing 
secondhand goods, attended auctions 
and paid prices for secondhand goods 
far beyond what they would have paid 
for new goods. But as the market be- 
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Monthly Average Weekly Earnings 
(1935-1948) 


YEAR ALL MANUFACTURING 
1935 $20.13 
1936 21.78 
1937 24.05 
1938 22.30 
1939 23.86 
1940 25.20 
1941 29.58 
1942 36.65 
1943 43.14 
1944 46.08 
1945 44.39 
1946 43.74 
1947 49.25 
1948 53.15 


Source: Statistical Supplement (United States De- 


partment of Commerce, Washington, D.C.), 


p. 72. 
came tighter, business fell off for the 
auctioneer. Supply seldom outran de- 
mand, and those goods that were 
available could be sold quite readily 
through regular channels. The war kept 
many enterprises in operation—mar- 
ginal firms that would otherwise have 
probably gone out of business. The 
O.P.A. was another problem of the 
period. Next to finding merchandise to 
sell, the auctioneer had to make his way 
through the maze of many price regu- 
lations. Many people may not have 
realized that there were maximum ceil- 
ing prices on used refrigerators, wash- 
ing machines, and vacuum cleaners. 

The rise of the automobile auction 
was phenomenal during this time, this 
type of sale manifesting itself in places 
like Kansas City, Albany, and St. 
Joseph, where as many as 300 to 400 
vehicles were sold in a day. 

The virtual abandonment of many 
army posts, camps, and stations gave 
the government the job of ridding itself 
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of supplies and equipment. Demobiliza- 
tion again caused a surplus. Many re- 
turning servicemen and erstwhile war 
workers were concerned with securing 
farms and homes in the country. In 
industry, small tools, equipment, and 
unused airplane parts, leftovers, pneu- 
matic presses, milling machines, lathes, 
and other power tools, all new, were 
placed on the block. The magnitude of 
one of these sales may be observed in 
the report made by Business Veek. The 
offerings were valued at $2,000,000; it 
took eight weeks to arrange the cata- 
logue which consisted of 68 pages ; and 
there were 2,029 lots composed of 
thousands of units. 


Conclusion 


War and postwar periods have a 
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definite effect on the auction. The auc- 
tioneer seems to thrive on the distress 
of others. When industrial activity is 
high and business failures are few, as 
in the period of the Second World War, 
auctioneers tend to retrench. But more 
people with more money in their pock- 
ets are likely to look for secondhand 
merchandise, when there is a dearth of 
desired new items. Postwar periods 
also bring on surpluses of goods and 
industrial capacity to be disposed of 
through the auction channel. At later 
periods, increased business failures 
usually mean that more auction sales 
will result. 

Should the present international 
situation develop into another all-out 
total war, it may be expected that past 


events will be repeated. 





Salesmanship—wWhat’s That? 
(Continued from page 1357) 
finders,” ‘“‘cashiers,” or “service as- 
sistants."” Second, let us dignify the 
real salesmen, those who are really 
necessary to complete a great many 
store sales, in two ways: let us pay 
them in accordance to their importance 


to the final success of the organization, 
and then train them in the fundamentals 
of good salesmanship so that they will 
be adequately prepared to carry out 
their responsibilities. Only in this way 
can retail-store salesmen take pride in 
the importance of their work to the 
total well-being of the society in which 
‘ 


they live and work. 





Coming events cast their shadow 
for the small retailer 


George Edward Breen 


Member of Faculty, New York University School of Retailing 


It is time for the small independent 
retailer to face some of the possibilities 
in his economic future. Large stores 
employ high-salaried experts to do in- 
tensive research and planning, but the 
small retailer must forecast coming 
events as best he can and take whatever 
steps seem appropriate in the light of 
his predictions. He is his own research 
and planning expert. 

But what does this responsibility en- 
tail on his part? Specifically, it  re- 
quires him to search out all past and 
current data on any factors that may 
have an impact on his economic fu- 
ture. His next steps are to evaluate 
these data and then interpret them in 
the light of his own operation. When 
he has completed this task, and only 
then, he can proceed with planning his 
operations. 

Consider the small retailer in today’s 
situation. \What are some of the cur- 
rent conditions he should attempt to 


investigate, evaluate, and interpret? 
His experience during the past ten 
vears—-war and postwar periods 

should provide him with an excellent 
starting point in his investigation. Con- 
ditions that plaved an important role 
in his economic life then will probably 
prove as influential in his immediate 
future. For instance, during and after 
the Second World War he was trou- 


bled by labor shortages, high prices, 


Winter 1950 


merchandise shortages, and poor 
vendor and customer relations. What 


is the present outlook in these fields ? 


Labor shortages 


ig corporations are giving wage 
increases in an attempt to buy loyalty 
if and when their workers are tempted 
to go elsewhere for more money. Large 
stores are beginning to run box adver- 
tisements for extra help. <All indica- 
tions are that, by next year, it will be 
much harder to hire a salesgirl, a wrap- 
ping clerk, or any other type of retail 


1 
WOrKET, 


Higher prices 


How much prices will rise during the 
coming months depends upon forth- 
coming legislation, conditions of de- 
mand and supply, and the international 


situation. 


Merchandise shortages 


Already, steel is on the gray market, 
and other metals will probably be added 
to items in short supply. The govern- 
ment will allocate materials for defense 
purposes, thereby reducing civilian 
consumption. Retailers who depend on 
hard goods, such as appliances, may 
have to seek other lines to fill in gaps 
in their stocks and thus intensify their 
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efforts to locate goods to sell. It is the 
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old situation of the period from 1942 
to 1945, but it has returned so fast that 
most small businesses have been caught 
unprepared. 


Vendor relations 


Relations with vendors, suppliers, 
and wholesalers will be more difficult 
to maintain on a harmonious basis. In 
spite of the best intentions, a seller in 
a sellers’ market is a different indi- 
vidual from a seller in a buyers’ market. 


Customer relations 


Merchandise shortages combined 
with higher prices do not create a 
happy situation. Hence, all the familiar 
demands for special consideration for 
special customers may soon be heard 
again. Easily foreseeable is a rebirth of 
under-the-counter merchandising, the 
little pile of this or that kept hidden 
and sold only to the more favored buy- 
ers. These things may be wrong; they 
are certainly not fair. Merchants do 
not like them, but they exist. Human 
nature is still far from perfect. 

There are other and endless possi- 
bilities and ramifications of a wartime 
situation in the life of an independent 
small-store owner. But, in the light of 
the five trends mentioned above, let us 
examine some of the things that a small 
merchant can do to strengthen his posi- 
tion in his community and with his 
sources of supply. 


Relations with vendors 


The buying process is a two-sided 
affair with human beings on each side. 
The voice on the telephone from the 
wholesaler’s office belongs to a very 
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human person. The salesman who calls 
is human and so is his sales manager. 
During the depression a_ supplier's 
salesman had to stand some abuse. 
Perhaps abuse is not the word. But he 
had to work hard for his orders, and 
the retailer was very much in the 
driver's seat. The store owner, being 
human, sometimes took advantage of 
the situation. During the Second 
World War, the tables were turned, 
and retailers frequently had difficulty 
getting goods to sell. A supplier's 
salesman often lamented the fact that 
he had so little to sell, because it meant 
lost commissions. But it must be ad- 
mitted that he liked being in a position 
to dictate who should share available 
goods. 

The efforts of most suppliers to be 
completely fair and impartial are not 
overlooked. But who can blame a 
vendor if he favored those customers 
who had been fair to him over the 
years, who had treated his salesmen de- 
cently, and who had not made impossi- 
ble demands during the periods of buy- 
ers’ markets. 

Here are some suggestions : 


1. Treat vendors’ salesmen with 
courtesy and consideration. For in- 
stance, do not keep a salesman waiting. 
Do not make a practice of complaining 
and finding fault with his company. Do 
not continually try for extra discounts, 
extra favors, unjustified special deliv- 
eries. Do not order in such small quan- 
tities that the vendor makes little profit 
from your business. When you tele- 
phone to the wholesaler, do not be an- 
tagonistic in your approach. These 
habits are easy to form and may have 
a lasting effect on your business. 
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2. There is no rule about the num- 
ber of vendors with whom to deal. But 
in the last war many retailers who had 
concentrated their purchases too much 
lived to regret it. Wholesalers had 
their troubles getting goods, too, and 
their customers suffered. Sometimes, a 
wholesaler would obtain some kinds of 
merchandise while another wholesaler 
would obtain other kinds. One manu- 
facturer would be more successful than 
another in getting raw materials. [or 
lack of paint, a manufacturer of cffice 
equipment in the Middle West had to 
delay his shipments for several months. 
Good relations with several companies 
in a field kept many retailers supplied 
with at least some merchandise. 

The opposite side of the problem, 
of course, is a retailer dealing with so 
many suppliers that the amount of busi- 
ness he gives any one resource is un- 
profitable. Such a customer may be one 
of the first to be cut off when alloca- 
tions start. The answer is to “plan” re- 
lations with vendors to ensure the most 
favorable treatment when and if supply 
lines begin to empty. 

3. Follow sound business principles 
in dealing with vendors. The latter will 
appreciate a customer who pays his ac- 
counts promptly, accedes to reasonable 
requests, and co-operates fully in help- 
ing him to meet difficult business con- 
ditions. 


Relations with the community 


The retailer will need considerable 
assistance from his community if the 
defense economy tightens or a war de- 
velops. For example, he will need a 
source of labor supply and better rela- 
tions with trade associations, with 
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other business houses, and with the 
local newspapers. Here are some sug- 
gestions : 


1. Local schools may prove to be 
the best source of supply for new em- 
ployees. Now is the time to think of 
good relations with the teachers, the 
superintendent, and the students of the 
local school. Particularly, good rela- 
tions are necessary with the high-school 
principal and the people who act as 
vocational counselors. Most public- 
school people are sensitive to public 
opinion. They need good community 
relations, too. The merchant’s interest 
in school problems will bear fruit in 
later days. Specifically, the retailer 
might start with little things: a prize 
for an outstanding athlete, equipment 
for a team, help in procuring needed 
To illustrate, one 
electric company keeps the local school 
system supplied with new stoves. Again, 
there is often an opportunity to serve 


school equipment. 


on school drives, citizens’ committees, 
and bond drives for new school build- 
ings. This kind of activity costs little 
except time. The return is intangible 
at the moment it is given but can be 
quite tangible when a merchant needs 
help from his local school. 

In almost every 
American community, there are service 


2. Be a “joiner.” 


clubs. In general, they are assets to the 
town. Probably the typical club is com- 
posed of merchants, physicians, law- 
yers, and representatives of manufac- 
turing establishments. They usually 
meet once a week for lunch or dinner, 
and ordinarily everyone has a good 
time. As in the case of the schooi sys- 
tem, it is difficult to show an exact 
dollar benefit to be derived from the 
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contacts made through these organiza- 
tions. But, in the communities in which 
the author of this article has worked, 
most merchants have felt that they 
achieved worth-while results from their 
club associations. If the activity does 
nothing else, it establishes the merchant 
as a working member of the community 

a man with civic pride—and gains 
for him the respect of the townspeople 
and their good will. 

Finally, in smaller towns, it is often 
difficult for merchants to work together 
on common problems such as_ store 
opening and closing hours and whether 
or not to stay open on holidays or on 
Wednesday afternoons during the sum- 
mer. The more merchants can get to- 
gether in service clubs or merchants’ 
associations, the more co-operation can 
be expected from everyone. If it be- 
comes necessary to tighten up on free 
delivery, credit, or other services that 
customers have come to expect, it is 
much better if the business community 
meets the problems as a group. 

3. Maintain good relations with the 
local newspapers. Newspapers are in 
business. Publicity can be expected if 
an event is of general interest to all the 
paper’s readers. Often, however, what 
the retailer thinks should be of general 
interest is not newsworthy in the eyes 
of the city editor. Do not attempt to 
influence the editor to use material that 
he does not want. If a retailer feels that 
he has a newsworthy item, he should 
co-operate with the paper and present 
it written so that it can be used with 
a minimum of rewriting. 

Often, a reporter is assigned to cover 
local stores. It makes obvious sense for 


a merchant to become friendly with this 


man and to co-operate with him in 
every possible way. The reporter is 
on the street every day looking for 
news and usually develops certain 
spots where he can be fairly certain of 
getting usable material. It is not too 
difficult for a merchant, with a little 
thought and effort, to get on a re- 
porter’s favored list of people to call 
upon regularly. Such friendships pay 
otf when a retailer needs help from 


the newspaper. 


Merchandise planning 

The recent history of retailing shows 
many examples of stores selling goods 
other than would normally be found 
on their shelves. It is not news that 
some grocery stores are doing very well 
with drug items. Cigar stores have 
stocked clothing, and grocery stores 
have experimented with the sale of toys 
and housewares. In such an atmos- 
phere, it seems wise for a retailer to 
plan now for possible shifts of emphasis 
if merchandise scarcities should get 
worse, The word to note is “plan.” 
Now is the time to give thought to this 
pr blem. 

1. New merchandise should be rela- 
tively “war-proot” and should appeal 
to the store's present customers. A 
store should not try to develop a new 
clientele for wartime merchandise and 
thereby chance losing present cus- 
tomers. 


2. Price levels s 


1 


hould be considered. 
Presumably the store now offers mer- 
chandise at prices the present cus- 
tomers find suitable for their needs and 
desires. New merchandise should be 
offered at prices that will be as ac- 
ceptable. Usually it should not be used 


as a means of “trading up.” 
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3. New merchandise should have 
definite profit possibilities. There is no 
point in filling shelves simply to have 
something to sell. New items should be 
procured to balance, if possible, future 
loss of staple peacetime goods. 


Records and controls 


In so-called ‘‘good” times, retailers 
tend to ride along with things as they 
are. It seems to take a depression or a 
war to arouse interest in modern record 
keeping and modern stock-control pro- 
cedures. [alanced stocks are as essen- 
tial when merchandise is hard to get as 
in normal times. The temptation to buy 
anything and everything is always pres- 
ent. When procurement eases, then 
shelves are likely to be filled suddenly 
with too much merchandise and the 
wrong kind of merchandise. Even in 
times of scarcity, any store can easily 
find itself overstocked with unprofit- 
able and unwanted items. There are 
a number of good books on merchan- 
dise control. In addition, the retailer 
can consult his local chamber of com- 
merce, board of trade, library, or area 
representative of the Department of 
Commerce. In other words, a retailer 
must be willing to study his needs and 
then do something about them. Many 
independent merchants have felt that 
modern record keeping and stock con- 
trol is too complicated and too expen- 
sive. On the contrary, simplified con- 
trol systems are available and very 


worth while. 
Relations with customers 


Now ts the time for a retailer to vow 


} 


not to let customer relationships de- 
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teriorate. The easy course, when con- 
sumers seem to be at the mercy of 
merchants, is to allow salespeople to 
become slack. Remember the wartime 
salesgirl who, with a bored air, asked 
the customer if she knew that “there 
is a war on?” Such customer relations 
can do no good, either in the short or 
long run. True, customers forget their 
grudges. And, true, it is almost impos- 
sible to insult a customer who thinks 
the store has something she needs, such 
as a can of vegetable shortening. But 
even from an entirely short-run, selfish 
viewpoint, who knows what harm one 
customer can do a store? She may be 
a prospective employee for the store in 
a tight labor market. She may have 
friends among suppliers. She may 
spread the word around town about 
how poorly she was treated during the 
war by this merchant or that merchant. 
One or two disgruntled customers may 
not cause any permanent harm to a 
store, but several hundred can and will. 
At any rate, it is good business to keep 
everyone as happy as possible. 

There is every reason, then, for con- 
tinuing the best treatment for all people 
who enter the store. There is abso- 
lutely no reason or excuse for yielding 
to the temptation to remind customers, 
either by word or deed, that things are 


tough because ‘‘there’s a war on.” 


Conclusion 


These suggestions may help. The 
next few years are likely to weed out 


se 


some of the “‘fair-weather” retailers 
who entered business between 1945 
and 1950. The true worth of the mer- 
chants of any community will be tested. 


Continued on page 184) 
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Historie forees on the march 


Fred Hooson 


Merchandising Division, J. C. Penney Company, New York 


Greater markets 


More goods have been placed in the 
hands of more consumers in the past 
twenty-five years than in any similar 
period in our history. The interrela- 
tionships involved in the production, 
distribution, and consumer use of such 
a tremendous amount of merchandise 
are most complex. From the moment 
the consumer expresses his wants and 
needs, we see the interaction and effect 
of this consumer force on our entire 
distribution system. 

Complex relationships involved 

The ability of retailers to meet con- 
sumer needs at various income levels 
involves relating consumer and _re- 
tailer demands to the production mar- 
ket. Another interrelationship involves 
complete market analysis, including 
labor’s place in manufacturing. Recog- 
nition of the complexities involves the 
field of human relationships at every 
level of the production and distribu- 
tion pattern. The forces that affect pro- 
duction in meeting market demand in- 
volve us in sociology, psychology, and 
even theology. If you think that ts 
going too far afield, pause for a moment 
to think of the impact on the market 
caused by “scare” buying or “hoard- 
ing.’ The consumer is not the only one 
impelled by these motives. We see them 
at every level of the production and 
distribution system. 
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Economic pressures 


Recently, we have heard the moral, 
as well as the patriotic, aspects of 
hoarding discussed. We are not con- 
cerned here with these aspects of the 
marketing problem, and neither con- 
done nor condemn them, but we must 
recognize the wnpact of this heavy 
upsurge in demand and its effect. on 
every phase of manufacturing and dis- 
tribution, including what it does to 
costs. Prices invariably react unfavor- 
ably for the consumer when goods are 
in heavy demand and supply is short. 
Further interaction and market effect 
is produced by what we might term 
“promotional” pressures on manufac- 
turer, distributor, and retailer. We are 
not referring here to sales and adver- 
tising promotions, but to the forces that 
come into play and reach these various 
levels of distribution from the con- 


sumer. 


Developing recognition of forces 

These forces are not readily recog- 
nizable—psychological relationships are 
involved. The consumer is part of the 
market and cannot be divorced from it, 
for, without consumers, there is no 
market. Some consumers are part of 
the relationship as producers or as 
distributors. The people who produce 
the goods and distribute them are also 
consumers. 

Psychological and human _ relation- 
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ships in the production and distribu- 
tion of goods must be recognized. As 
evidence of this trend in the thinking 
of industrialists, Mr. John Bugas, vice- 
president of the Ford Motor Company, 
stated at the Institute of Industrial 
Relations at the College of the Holy 
Cross last April: 


Wages are often neither the real problem 
nor the answer. We all tend to misjudge the 
importance of material factors and to under- 
estimate other influences more difficult to 
measure. Our real problem lies much deeper. 
Deep at the core of all of us is the desire to 
use ourselves for something worthwhile. The 
greatest kick any man can get out of a day’s 
work is the feeling that what he has done is 
important—that he is a partner in big things. 
If we put greater emphasis on the importance 
of the individual in our business and if we 
can succeed in creating greater job satisfac- 
tion, I think we will sell more goods prof- 
itably. We will accomplish that goal, only 
when top management becomes vitally inter- 
ested in the problems of personnel, as inter- 
ested in the quality of its employees as in 
the quality of its merchandise. 


Individual’s contribution must be 
recognized 


The J. C. Penney Company, with 
which I have been associated for over 
twenty-six years, has always operated 
with those same principles in mind. 
There are many other leading organi- 
zations, too, that recognize and prac- 
tice them. Dean David of the Harvard 
Business School wrote along the same 
lines in the Harvard Business Review: 


We know very little of human motivations, 
and we need to know more because here, | 
am convinced, is one key to the problems 
which confront us. For instance, one hears 
much these days about giving employees a 


ir observation this 


sense of participation. In o1 
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is not enough. The participation must be real 
—or at least the opportunity to participate 
must be real. It must come from a genuine 
recognition by the leader that each member 
of his organization has something to con- 
tribute to it and needs to be given the oppor- 
tunity to do so. The business leader, then, 
must believe in the dignity of the individual 
and in the value of each man’s participation. 
A business is more than an economic unit; 
it is a social unit as well. Thus each business 
executive—each foreman and supervisor—is, 
within certain limits, guiding a small society. 


Is it not reasonable to believe, then, 
that the producer of the goods which 
he and his fellow associates themselves 
help consume is an important factor 
in the interrelationships we are dis- 
cussing and that his impact as a con- 
sumer is felt? It would seem evident 
from the above that it has already taken 
effect. Psychologically, improved hu- 
man relationships mean improved con- 
sumer products and services. 


How consumers articulate their 
needs 

Basically, customers articulate their 
needs by their purchases. What is sold 
off the counters is replaced and trans- 
lated back through distribution chan- 
nels to the manufacturers. When a re- 
tailer experiences a demand for a given 
item, he gears his stock to care for that 
demand. Customer preference for one 
item over another, for one price over 
another, is almost automatically taken 
into consideration. This has a local, as 
well as a national, aspect of articula- 
tion. Here again we have peculiarities 
of interaction and interrelationships. 
Even in a very small town, a customer 
preference will have a different impact 
on two retailers in the same general 
lines of merchandise. They are the 
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“Same” customers, but a segment of 
them “weighted” to one store or to 
the other will produce different results. 

\Ve are speaking now of how the 
consumers articulate their basic needs 
—their everyday wants and _ needs. 
Then, of course, there is the problem 
of “special” needs—such as extra-large 
sizes, the customer who wants some- 
thing “different.” 


Special needs of consumers 


The “average” consumer too often 
has “special” needs that she does not 
recognize as such. They may be en- 
tirely normal and legitimate, but they 
become special because the facilities of 
that store or town cannot support 
them, or, assuming they would have 
sufficient general acceptance and facili- 
ties were available (finances, store 
space, and selling personnel), the re- 
tailer may not be able to supply the 
item because it is not available to him. 


Changing spending patterns 


Given the same income and the same 
number of people in the family unit, 
the spending pattern changes. One 
family has two boys; a second, a boy 
and a girl; a third, two girls. Each 
family has different needs. The “hand- 
me-down” factor enters into the re- 
lationship in one family unit but not in 


another because of the age spread of 


the children or boys versus girls. We 
have constant, recurring changes from 
our wants and needs from babyhood to 
maturity. An increase in birth rate 
also has its impact. An increased per- 
centage of births, in relation to the 
total population in 1950, means that, 
from 1956 to 1966, there will be in- 


creased demand created by those age 
groups for clothing and other living 


essentials. 


The historic force 


We have brought out the interrela- 
tionships of forces in manufacturing 
from consumer needs and desires to 
retailer and to supplier. There is a 
prime force that we have not discussed 
but that encompasses all of the above— 
the “historic” force. 

H. Stanley Marcus recognized this 
factor in a talk given at the New York 
University School of Retailing graduate 
luncheon on June 7, 1950, with these 
words: 

There are periods in history when events 
move forward by virtue of the momentum ot 
patterns of thought, behavior, and philosophy 
previously established; and there are other 
eras when the past provides no apparent clues 
to the enigmas of the present. I believe that 
we are living through such times now, times 
when the direction of history has not yet been 
finally crystallized, times which will be shaped 
more by force of the leadership of the living 
than by precedents set by tradition. As actors 
in the great drama of life, we are playing 
simultaneously in the last scene of the Indus- 
trial Revolution and in the prologue of t! 
Atomic Age. 


Effect of industrial revolution 


The turn of the century ushered in 
the period which historians call the 
“industrial revolution.” It opened new 
vistas in the production and distribu- 
tion pattern of our American economy. 
As each phase has developed, the 
American consumer has used more 
goods, better goods, and progressed 
continually to a higher standard of 
living. The relationship of these forces 


tinued on page 184 











Research in business 


Lawrence C. Lockley 


Professor of Marketing, New York University Graduate School of 
Business Administration 


Rule-of-thumb methods 


In spite of the example of the natural 
sciences, in which the scientific method 
has been the foundation of a continuing 
series of forays into the unknown, busi- 
ness research has largely followed 
rule-of-thumb methods and has been 
satisfied with methodology open to 
inaccuracy, bias, and guesswork. [’rob- 
ably the businessman cannot be cen- 
sured too harshly, because he has been 
inspired by little demonstration — of 
scholarly procedure in research through- 
out the entire range of the social 
sciences. 

The natural sciences have had_ the 
obvious advantage of the availability 
of control and experiment. Except for 
such vast sciences as astronomy and 
geology, the laboratory was the arena of 
research; a methodology and a disci- 
pline emerged. Specialization among 
the sciences sharpened the tools and 
made objectives more precise. The use- 
fulness of the scientific method became 
widely apparent, and the results of so- 
called “pure” research spilled over into 
practical application. Chemistry and 
physics fathered new and great indus- 
tries. 

Inspired by Frederick \W. Taylor, 
production men began to apply the 
same type of investigation and meth- 
odology to manufacturing processes. 
The term “scientific management” came 
to be only slightly an optimistic 
euphemism, and the United States be- 


t 
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gan to evince world leadership in 
manufacturing skills and accomplish- 
ments. 


Informal apprenticeship 


In the meanwhile, with the basis of 
manufacturing competence founded 
almost entirely on a marriage of the 
method of the natural 
sciences and an early abundance of 


scientific 


natural resources, American business 
found itself confronted with the need 
for large-scale business firms to carry 
on large-scale business enterprise. 
Unfortunately, there was no sponta- 
neous transfer of learning, and most of 
the responsibilities of management 
handling of people, finance, marketing, 
and over-all planning—were left to the 
unaided perspicacity of highly placed 
executives. [Executive training, such 
as we have been accustomed to in the 
past, has been in the nature of informal 
apprenticeship. Even the rapid devel- 
opment of schools of business within the 
last fifty years, and more particularly 
within the last twenty-five, did not 
develop the application of the scientific 
method as a basis for managerial guid- 
ance. 

It is true that marketing research, 
as a separate and very self-conscious 
discipline, has emerged within the last 
thirty-five years. And vet, even today, 
the techniques of marketing research 
are primitive and approximate when 
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as it is applied to the natural sciences 
and to production engineering. The 
most favorable comment that can be 
made for this newer attempt at ‘‘count- 
ing, sorting, and measurement” is that 
it has latterly been embroidered with an 
edging of statistical precision which 
allows us some confidence in sampling 
processes. All too frequently, however, 
this precision makes gross error merely 
more plausible. We are lucky to learn, 
from marketing research, orders of 
magnitude and the areas to which dis- 
covered differences are relevant. 


Social science research: methods 


It is this somewhat dismal train of 
thought that makes two recent books 
particularly welcome. The first of these 
is Soctal Science Research Methods, by 
Wilson Gee. Dr. Gee, with wide 
knowledge of the literature in the field 
of research in the social sciences and 
with eclectic scholarship, brings to- 
gether the most significant statements 
he has located. The book attempts first 
to define the area of the social sciences, 
then to clarify the concept of research, 
and—at considerable length—to review 
the application of the several generally 
accepted “methods” of research to the 
social sciences. He focuses his discus- 
sion on the logical method, the case 
method, the statistical method, the 
historical method, and the experimental 
method. 

Dr. Gee has performed a valuable 
service in sorting and presenting the 
wide range of opinion and comment 
that constitute his book. One could 


1New York: Appleton-Century-Crofts, 
Inc., 1950, vii + 390 pages, $4.00. 
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well wish that the author had been will- 
ing to intrude more of his own seasoned 
wisdom into the pages. As the book 
stands, it reinforces the feeling that the 
notable contributions of research in 
the social sciences (and in the general 
fields of business management) are yet 
to come. But it lays a useful foundation 
in offering an indoctrination in the 
methodology so far developed in fields 
in which laboratory experiment is diffi- 
cult to arrange. And its most important 
contribution—with respect to a critical 
evaluation of work yet to be done—is in 
the interpretation of the scientific 
method in terms of the social sciences. 


The theory and practice of 
industrial research 


Possibly the magnitude of the re- 
search opportunities to be found in 
business activity and the growing cost 
of commercial research have deterred 
the solitary scholar. Certainly, we have 
seen signal success with joint and with 
team research activity. During the 
Second World War, some of the most 
important scientific advances came as 
the result of administered research—a 
term that would have been incompre- 
hensible just a few vears earlier. And 
the chemical research of such firms as 
the Du Pont Company is essentially 
team research. Possibly business re- 
search must be undertaken on a scale 
beyond the resources of the solitary 
scholar. The growing evidence that 
this conclusion is valid is augmented by 
Dr. Hertz’s The Theory and Practice 
of Industrial Research? 


2New York: McGraw-Hill Book Com- 
pany, 1950, xiii + 385 pages, $5.50. 
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The businessman should not be 
driven away by the fact that this 
volume is a part of the McGraw-Hill 
Engineering Management Series. The 
book is about research, not about engi- 
neering or production. Although Dr. 
Hertz does a concise and excellent job 
of discussing research thinking and 
research methods—which appear to be 
uniform for all types of research activ- 
ity in every field—his major service is 
in his suggestions for the organization 
and administration of research as a 
team activity. He includes a treatment 
of the integration of research with 
management thinking, the organization 
and administration of research per- 
sonnel, the economics and budgeting of 
research, the internal relationships in 
the research group, the formal and in- 
formal research report, and needed 
research facilities for effective research 
programs. 

Possibly the feature of the book that 
will most astonish the businessman is 
the extensive bibliography, reflecting a 
wide and active interest in group re- 
search on the part of fields other than 
the social sciences. 

Clearly, the general business execu- 
tive cannot be a research technician. 
Yet, if he is to meet the opportunities 
and responsibilities that appear to await 
him during the coming vears, he 
should be strengthened by more reliable 
aids than hunch and continued good 
luck. Though he cannot be expected to 
be familiar with esoteric research 
processes, he must understand the 
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supervision of research well enough to 
engraft the activity into the organiza- 
tional structure of his firm. The 
Theory and Practice of Industrial 
Research offers a guide to just this 
engrafting. 


Research worker an outsider 


There appears to be little doubt that 
the same research responsibility for 
general business development exists as 
has existed in the roots of our manu- 
facturing industries. The challenge that 
this possibility offers is a double chal- 
lenge. Probably the reason business 
research has not developed further or 
more rapidly is that the executive has 
not sought it. The research worker, 
more or less excluded from executive 
thinking, has attempted to hawk his 
wares as an outsider. That he has made 
progress may be a considerable tribute 
to his persistence and his salesmanship. 

3ut the research worker himself must 
accept some blame for the fact that his 
research is still approximate in its 
accuracy. Ingenuity and knowledge of 
research techniques, plus the opportu- 
nity to observe results in a relatively 
small area of application, should make 
possible an order of research scope and 
accuracy that will force the respect and 
co-operation of management. This 
ingenuity, however, must be exercised 
in the direction of the kind of research 
that the natural sciences have used, 
rather than in the uncontrolled and 
approximate techniques that have 
characterized much business research. 
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A list of resources on leather 


Compiled under the direction of Karen R. Gillespie 
Assistant Professor of Retailing, New York University School of Retailing 


by James D. Eppler, Chairman 
Peter J. Chortek, Stanford L. Johnson, Sterling Sessions 


Sources of information about mer- 
chandise facts and resources are in- 
valuable to retailers and teachers of 
retailing. To assist our readers in the 
various home-furnishings and fashion- 
accessory fields in assembling adequate 
sources of information of this nature, 
we are having a list prepared in each of 
the several fields showing: 


1. Manufacturers’ associations 

2. Films, film strips, and other visual 
material 

3. Trade, government, and consumer 


>) 


publications 
4. Manufacturers = who 
“dealer helps” for salespeople and 


provide 


customers 


We plan to publish these lists, one 
at a time, in future issues otf the 
JOURNAL OF RETAILING. May we have 
your suggestions of information sources 
you feel may be added to any of the 
lists ? 

The second list covers “A List of 
Resources on Leather.” 


Manufacturers’ associations 


Tanners Council of America, Inc., 
100 Gold Street, New York 7, N.Y. 


Film: The Story of Leather 


Display ids: Display fixtures on the 
Nothing Like 
Two types, one for de- 


theme, ‘There's 
Leather.” 


partment stores, one for shoe stores. 


Publications : 
Weekly News Letter: Often there 
are articles here on different phases 
of leather production. 
The Romance of Leather: A briet 
history of leather and a description 
of tanning. 
Leather: A complete story of the 
processing of leather through the 
finishing and grading operation. 
Dictionary of Leather Terminology, 
Fourth Edition, 1946: Dedicated to 
the public in the interest of truth in 
merchandising. Included are kinds 
ot leather, trade terms, and proc- 


esses, 


Divisions of Tanners Council: 
Calt Tanners, 274+ Madison Avenue, 
New York 16, N.Y. 
Kid Leather Guild, 1270 Broadway, 
New York 1, N.Y. 
Kid Stuff: a booklet on kid leather 
and shoe information 
Patent [Leather Bureau, 350 Fifth 
Avenue, New York 1, N.Y. 
Sole Leather Bureau, 100 Gold 
Street, New York /, N.Y. 
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Upholstery Leather Bureau, 100 
Gold Street, New York 7, N.Y. 


American Leather Chemists’ Asso- 
ciation, Easton, Pa. 


Publications : 
The Journal of the American Leather 
Chemists’ Association, by the publi- 
cations office of the Association, 
monthly at Easton, Pa. 


New England Shoe and Leather As- 
sociation, Boston, Mass. 


Publications: 
Weekly News Letter, by Maxwell 
l‘ield, Boston, Mass. 


Manufacturers 


(Some of the following produce 
pamphlets on various types of leather 
from time to time. ) 


The Ohio Leather Company, 32 East 
33d Street, New York 16, N.Y. 
Film: Calf Leather, 16 mm. sound. 
Shows processing and finishing of 
calf skins 
Booklet on calf processing 

Allied Kid Company, 100 Gold Street, 
New York 7, N.Y. 

Kit showing stages of kidskin manu- 
facture 

Amalgamated Leather Company, W4il- 
mington, Del. 

Helburn Thompson 
Goodhue Street, Salem, Mass. 


Company, 18 


Herman Loewenstein, Inc., 26 Ferry 
Street, New York 7, N.Y. 

A. C. Lawrence Leather Company, 
Peabody, Mass. 

R. Neumann & Sons, 300 Observer 
Highway, Hoboken, N.]. 

International |.eather Goods Company, 


if tae a Fo 
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314 North 13th Street, Philadelphia, 
Pa. 

Ocean Leather Company, 42 Garden 
Street, Newark 5, N.]J. 

Surpass Leather Company, Ninth and 
Westmoreland Streets, Philadelphia, 
Pa. 

Fleming-Joffee, Ltd., 10 Jacob Street, 
New York 7, N.Y. 


Trade publications 


Leather and Shoes, The International 
Shoe and Leather Weekly, published 
weekly by the Rumpf Publishing 
Company, 300 West Adams Street, 
Chicago 6, Ill. Information on tan- 
ning process, new developments, etc. 

Weekly Bulletin of Leather and Shoe 
News, published weekly by Weekly 
Bulletin Leather Shoe News Com- 
pany, 90 West Central Street, Man- 
chester, N.H. Information on tan- 
ning, shoe manufacturing, and kin- 
dred trades. 

Shoe and Leather Reporter, published 
weekly by the Shoe and Leather Re- 
porter Company, 210 Lincoln Street, 
Boston, Mass. Information on tan- 
ning materials and processes. 

The Chrome Tanning Process, pub- 
lished by the Leather Trades Pub- 
lishing Company, London, 1936. 

The Leather Manufacturer, published 
monthly by the Shoe Trades Pub- 
lishing Company, 683 Atlantic Ave- 
nue, Boston, Mass. Devoted entirely 
to the tanning and finishing of 
leather. 

Hides, Leather and Shoes—Encyclo- 
pedia of the Shoe and Leather In- 
dustries, 300 West Adams Street, 


Chicago, Ill. A complete reference 
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book on leather and shoes and on the 
technology and terminology of the 
shoe, leather, and associated indus- 
tries. 


Market prices 


The Daily Hide and Leather Market, 
published by Pratt Brothers, Inc., 
154 Marsay Street, New York, N.Y. 
Price quotations and market news. 

Weekly Review and Outlook of Hide, 
Leather, and Shoes, by the Interna- 
tional Statistical Bureau, Inc., 350 
Fifth Avenue, New York 1, N.Y. 


Related trade publications 
containing information on 
hides and leathers 


Boot and Shoe Recorder, by Chilton 
Company, Inc., 100 East 42d Street, 
New York 17, N.Y. Published semi- 
monthly at Chestnut and 56th Streets, 
Philadelphia, Pa. 

Footwear News, weekly newspaper 
published by Fairchild Publications, 
Inc., 7 East 12th Street, New York 
3, N.Y. 

Creative Footwear, published monthly 
by Creative Footwear, Inc., 210 Lin- 
coln Street, Boston, Mass. 

Handbags and Fashion Accessories, 
published monthly by Creative Foot- 
wear, Inc., 1170 Broadway, New 
York 1, N.Y. Deals with leather ac- 
cessories, leathers, and display in- 


formation. 


Government publications 
on leather 


Assistance on governmental publica- 


tions can be obtained from the Superin- 


tendent of Documents, Government 
Printing Office, Washington, D.C. 


Cattle Hides and Calfskins, Leather 
and Leather Products. 50¢. 

Census of Manufactures, 1937: Arti- 
ficial Leather, Oilcloth, Asphalted- 
Felt-Base Floor Covering, Linoleum. 
1939. 5¢. 

Classification, Processing and Inspec- 
tion of Leather and Leather Equip- 
ment. 1941. 10¢. 

Country Hides and Skins, Skinning, 
Curing, and Marketing. Rev. 1942. 
15¢. 

Earnings and Hours in the Leather 
and Leather Belting and Packing In- 
dustries. 1939, 15¢. 

Effectiveness of Fungicidal Chemi- 
cals in Preventing Growth of Tricho- 
phyton Interdigitale and [pidermo- 
phyton Floccosum in Shoe Leather. 
1947. 10¢. 

Hides, Skins and Leather. Prepared 
in response to requests from the 
Committee on Finance of Senate and 
Committee on Ways and Means ot 
House. 1946, 25¢. 

Home Tanning of Leather and Small 
Fur Skins. Rev. 1947. 106. 
Leather Footwear, World Produc- 
tion and International Trade. 1937. 
20¢. 

lLeather, World Production and In- 
ternational Trade. 1935. 20¢. 
Make It of Leather. 1939. 15¢. 
Make-overs from Leather, Fur, and 
Felt. 1946. 5¢. 

Marketing and Manufacturing Mar- 
gins for Hides and Skins, Leather 
and Leather Products. 1948. 20¢. 
Union Agreements in the Leather- 
tanning Industry. 1943. 10¢. 
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Material on FTC Rulings on Unfair 

Practices in Advertising and Selling 

Leather. May be obtained from the 

Association of Better Business Bu- 

reaus, Chrysler Building, New York, 

N.Y. 

A buyer can receive an unlimited 
amount of information on leather from 
the government. Such data can assist 
him to increase his knowledge of leather 
products, care of leather, marketing in- 
formation on leather, census of manu- 
facture of leather, and how to inspect 
leather for best quality. All this in- 
formation will be an excellent aid in 
better buying of leather and as source 
material for use in informing and train- 
ing salespeople, thus increasing the suc- 
cess and acceptance of his department. 


Recommended books 
Watson, Merrill A., Economics of 
Cattlehide Leather Tanning. Chicago: 


The Rumpf Publishing Company, 1950. 
Orthman, August C., Tanning Proc- 
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esses. Chicago: The Rumpt Publishing 
Company, 1945. 

Hide and Leather and Shoes Ency- 
clopedia of the Shoe and Leather Indus- 
try. Chicago: Hide and Leather Pub- 
lishing Company, 1941, 


Films and visual aids 


There are very few films and visual 
aids available on leather. The few re- 
sources in this classification are listed 


below: 


The Story of Leather, available at the 
Tanners Council of America, 100 
Gold Street, New York 7, N.Y. 

“There’s Nothing Like Leather,” a dis- 
play aid available at the Tanners 
Council of America, 100 Gold Street, 
New York * N.Y. 

Calf Leather, available at the Ohio 
Leather Company, 32 East 33d 
Street, New York 16, N.Y. 

Display Kit, available at the Allied Kid 
Company, 100 Gold Street, New 
York 7, N.Y. 
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Erratum: The first sentence on page 
109 of the previous issue of the 
JourNAL (Fall 1950) should have 


read: 
During the first vear the program 
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was in effect, the store handled more 
transactions and accomplished $300,000 
more sales volume than in the previous 
year and actually spent $20,000 less on 


salespeople’s salaries. 





We Believe in Customer 
*articipation ! 

(Continued from page 152 
cally contribute to improved _ sales 


volume. 


The entire store was made conscious 
of the singleness of purpose—“the big- 
gest borough's biggest store gives the 
best customer service by making ‘Every 
Day Customer’s Day at A & 8S.” 





Coming Events Cast Their 
Shadow for the Small Retailer 


(Continued from page 173) 
Those who remain in business will be 


good businessmen and can look for- 


ward to profitable operation in future 


There was a day when a retailer 
could “fly by the seat of his pants,” 
but that day is past. Planned opera- 
tions are more important now than at 
any time in business history. In good 
times and bad, a retailer’s business 1s 


what he makes it. Planning is the best 


) 





years, insurance for the future. 
Historie Forces on the March informed, for the atomic age, along 
with its terrors, also offers untold good 


Continued from page 


in our history, and their impact on the 
consumer, are in evidence at every level 
in the distribution of goods. It is 
evident that changes brought about by 
these historic forces on the march will 


be greatly accelerated in the coming 


vears. But we must be ever alert and 


for the benefit of all peoples who are 
prepared to utilize them. To this end, 
we must keep our reservoir of knowl- 
edge filled to capacity and, most impor- 
tant of all, have a depth of understand- 
ing and a tolerance for the complexities 
and interrelationships that come about 
because of progressive changes. 























Book notes 


Modern Business: An Introduction to 
Principles and Problems, by Lloyd 
V. Douglas, Robert O. Skar, and 
Ray G. Price. New York: The 
Gregg Publishing Company, 1949, 
x + 417 pages. $3.50. 


Here is an attempt to give a thorough and 
understandable explanation of some basic 
business principles. It is divided into nine 
units, including “The Means of Business,” 
Organization and Methods of 
Financing,” and “Making the Goods.” 

The fifth unit, entitled “Marketing the 
Goods,” states the case of marketing. The 
retail end of the story is given emphasis. 
Units 6, 7, and 8 cover such topics as: 
statistics, problems of the consumer, savings, 
investments, and life finishing 
with government services. 

The final unit covers the broader social 
aspects of 
as the business cycle, police powers of the 
relation- 


“Business 


insurance, 


business: such intangible things 


government, 
ships, and business ethics. These are concepts 


employer-employee 


with which all citizens should be familiar. 
The authors are Lloyd V. Douglas, Ph.D., 
professor of business education and head of 
the department of business education, Iowa 
Teachers College, Robert C. Skar, 
Ph.D., C.P.A., professor of business educa- 
tion, Iowa State Teachers College, and Ray 
G. Price, Ed.D., professor of education, Uni- 


state 


versity of Minnesota. 
William P. Hegan 


to The “400” Mass 
E. B. Weiss. New 
and Wagnalls Com- 
Xix 391 pages. 


Mass Marketing 
Retailers, by 
York: Funk 
pany, 1950, 
$5.00. 


selling problems of producers have 


The 
changed radically during the past fifty years 
because of the transition of retailing from 


= business. Th ce ee, eee 
Smali to Dig DusiIness. 1e author snows now 


large retail organizations, 


some 400-plus 
operating some 40,000 store units, do over 
half of the nation’s annual over-the-counter 


oo 


ut 


retail business. The policies and practices of 
these retail giants have become all-important 
in molding the selling decisions of their sup- 
pliers. 

The author of this interesting book is E. B. 
Weiss, director of merchandising for the 
Grey Advertising Agency, Inc. 

T. Dart Ellsworth 


The Standard Book of American An- 
tique Furniture, by Edgar G. 
Miller, Jr. New York: Greystone 
Press, 1950, 856 pages (including 
index). $7.95. 


In the words of the publishers, “This book 
covers American antique furniture from the 
beginnings to 1840. In one volume, it supplies 
a guide for identifying and buying antiques, 
a complete background in their history and 
development, and a treasury of useful and 
detailed facts about them. 

The first part of the book covers basic in- 
formation and terminology applying to an- 
tiques. Origins and current applications of 
such words as “colonial,” “replica,” “copy,” 
“circa,” “antique,” and “old” are examples of 


the fundamental information supplied the 
reader. How to restore antiques, recognize 


fakes, know styles of American antiques, ap- 
preciate details of workmanship and orna- 
mentation are also included. The last part of 
the book is devoted to the above-mentioned 
classifications of furniture. Over 1,650 photo- 
graphs illustrate the sections which are clas- 
sified by furniture groups. 

The author, seeking to eliminate misleading 
terms or those incorrectly used by the be- 
ginner, has explained all details clearly and 
simply. Since most books assume an under- 
standing of oft-repeated terms, this is a 
valuable contribution for the average reader. 
Yet the book is authoritative, so that experts 
also can enjoy it and find much of value on 
its pages. This is an excellent reference book 
and supplementary text for those who study 
antique furniture and furnishings. 


" 
(Gsillespi ; 


Karen R 





EE IS AMES SE SEE LEAL ELT TS TEE Te 





; 
r 
& 
' 
é 
| 
H 
? 


ENT, 


oes 





186 JOURNAL OF RETAILING 


History of Economic Thought, by 
Lewis H. Haney. New York: The 
Macmillan Company, 1949, xxii 
+ 996 pages. $5.00. 


In the words of the author, here is a 
“critical account of the origin and develop- 
ment of the economic theories of the lead- 
ing thinkers in leading nations.” The author 
discusses in detail the growth of each major 
school of thought and then proceeds to a 
cultural evaluation of it. His chapters on 
“Monopolistic and Imperfect Competition,” 
“Keynes and His Policies,” and ‘‘General- 
Equilibrium Economics and Econometrics” 
are pertinent reading for the individual who 
would like to know more about the economic 
concepts that are affecting our lives today. 

The author of this exceedingly interesting 
book is Lewis H. Haney, professor of 
economics, New York University. Professor 
Haney is author of a companion book, |alue 
and Distribution. 

T. Dart Ellsworth 


Hl 
] 


How to Use Market Research for 
Profit, by Willard M. Fox. New 
York: Prentice-Hall, Inc., 1950, 
xvi +- 362 pages. $3.75. 


f hs +f 


In the Preface to How to Use Market Re- 
search for Profit, Mr. Fox writes: “This book 
will not help anybody become a_ research 
director. If vou read it from cover to 
cover, you won't know any more about how 
to do market research than you know right 
now.” This is probably the least controversial 
statement in the book. The businessman with 
adequate competence in the use of marketing 
research will find much with which to dis- 
agree. 

Mr. Fox, who is director of market re- 
search for Remington Rand, Inc., has, in 
fact, written a sales document for machine 
tabulation. His basic point of view is that 
most of the marketing conclusions needed for 
the guidance of management can be derived 
from analysis of records readily or easily 
available in the firm. From time to time, he 
speaks with minimal enthusiasm about sur- 
veys and other phases of marketing research. 


In general, the ideas covered in the book are 
those to be expected in any adequate coverage 
of the field of sales record and economic 
analysis. It is written with no documentation 
at all and with very little evidence of an 
acquaintance of the literature of the field. 
Chapters run five pages or more in length, 
written in a_ self-consciously breezy style, 
intended to attract the “businessman.” It 
seems something of a pity that a man in a 
position to add importantly to the literature 
of marketing research on the basis of his 
familiarity with machine tabulation should 
have chosen to write defensively. Obviously, 
Mr. Fox is well informed on the use of 
machine tabulation—a field about which many 
market analysts know far too little. It may 
be that the interest of a number of executives 
hitherto unacquainted with the use of market- 
ing research will find a basis of indoctrina- 
tion in this book. Few others will. 

Lawrence C. Lockley 


Sales Management, by Harold H. May- 
nard and Herman C. Nolen. Rev. 
ed.; New York: The Ronald Press 

Company, 1950, ix + 657 pages. 


$5.00. 


This revised and expanded edition of a 
widely known text is readable and authorita- 
tive. The definition of sales management held 
by the authors is found on page 4. 

The second interpretation of the term views 
it as having been broadened in recent years 
to include the administration of all selling 
activities within an enterprise. Although the 
scope of this definition is open to some 


question, no quarrel can be found with it as 


a basis for a broader technical discussion 
of the subject 

The plan of the work is easy to follow and 
permits a logical presentation of the content. 
The problems following each chapter are of 
particular merit and should form the basis 
for excellent classroom discussions. 

This is a skillful and professional treatment 
of a difficult subject. It is a worth-while addi- 
tion to the library of any teacher of marketing 
or retailing. 

Richard E. Westervelt 
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Modern Radio Advertising, by Charles 
Hull Wolfe. New York: Funk 
and Wagnalls Company, 1949, 
xix + 738 pages. $7.50. 


This comprehensive work contains the in- 
formation, or the thought starter, on almost 
any topic on almost any aspect of radio as an 
advertising medium. Each chapter has a fore- 
word, by a well-known personality or author- 
ity, that points up the substance of the brief 
but pithy chapters. For example, in the 
foreword to chapter 24, Russell A. Brown 
epitomizes the approach and the radio lessons 
learned by Allied Stores Corporation. 

Modern Radio Advertising will be of value 
to the radio director and his staff in a large 
store or to the advertising department of any 
store. 

Howard M. Cowee 


The Specialty Shop, by Jose A. Fer- 
nandez. New York: Architectural 
300k Publishing Company, 304 
pages. $12.50. 


Today's store had its inception in ancient 
times. It was a well-known institution to 
the Syrians, Egyptians, Phoenicians, and 
Romans, and each played an important role 
in its early development. Along with civiliza- 
tion, in general, it suffered greatly during the 
Dark Ages. The industrial revolution gave 
it new life, and modern civilization has 
brought it to a high state of development. 

In keeping with its title, The Specialty 
Shop is limited in scope to this particular 
type of retail venture. It tells in pictures the 
story from ancient times to the present of 
the development of the exterior and interior 
design of the structures housing these retail 
outlets. Great emphasis is placed on the need 
to consider carefully store functions in the 
designing of retail plant and equipment. 
Some of the more interesting topic headings 
are: “Store Front,’ “The Sign,” “Store 
“Staircases,” “Lighting,” “Color 
in the Store,” “Display,” “Floor Coverings,” 
and “Furnishings.” The story is well told 
and exciting. It is a book that the merchant 
who is contemplating a new building to 
house his operation cannot afford to miss. 
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The author is Mr. Jose A. Fernandez, 
A.I.A., a well-known architect in the field of 
store design. Mr. Fernandez is a member of 
the staff, School of Architecture, Columbia 
University. 


T. Dart Ellsworth 


Ceramics for the Table, by Sally Tay- 
lor. New York: Fairchild Publi- 
cations, Inc., 1950, 160 pages. 
$5.00. 


Unlike most books on china and glassware, 
this one is devoted primarily neither to the 
art of tablesetting nor to the historical de- 
velopment of the wares. While these sub- 
jects are touched upon, the author, formerly 
china and glassware editor of Retailing Daily, 
stresses the meanings of terms used through- 
out the industry. 

Discussions of such classifications as pot- 
tery, earthenware, and chinaware in the din- 
nerware section and of lead or flint glass and 
lime glass in the glassware section will help 
to clarify these terms for retailers and 
customers. Various types and qualities of 
decoration, so important both to the intrinsic 
beauty and to the selling price of ceramic 
wares, are explained in a clear, effective man- 
ner. Several chapters are devoted to the raw 
materials and the manner of shaping clay 
bodies and glass products. The historical 
development and significant progress of 
American-made wares is discussed in the last 
two chapters. A vocabulary of ceramic table- 
wares for easy reference completes the well- 
illustrated book. 

Karen R. Gillespie 


Standard Industrial Classification Man- 
ual, by The Technical Committee 
on Industrial Classification, Di- 
vision of Statistical Standards. 
Washington, D.C.: Executive Of- 
fice of the President, 3 vols. $3.50. 


This manual has been prepared with the 
objective of securing conformity and com- 
parability in the presentation of statistical 
data collected by various United States Gov- 
ernment agencies. It covers the entire field 
of economic activities, including the retail 
and wholesale trades. 
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Volume I, Part I, provides the titles and 
descriptions of the manufacturing industries. 
Volume I, Part II, is an alphabetical index 
identifying the principal parts of processes 
that would be reported by establishments 
with appropriate manufacturing-industry code 


The rates for the several types of subscriptions 


Domestic 
RRMRMNBE once 8h ks aio eas $2.00 
two years ....... eT ee 3.50 
ed. i ee 5.00 
Canadian and foreign 
SORE os fies wisas a cas jun leo 
PO PMRES oon Geas.ciss0 . 4.50 
three years .......... 6.50 
Single copies 
current volume ...... 60 
previous volumes ...... We be 
Reprints 


Prices quoted on request for quantities 
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numbers. Volume II contains a similar classi- 
fication for nonmanufacturing industries, 
with descriptions of the industries and an 
alphabetical index of products, establish- 


ments, and sources. 
T. Dart Ellsworth 


to the JourNar or RETAILING are: 


Saving 


30 cents (full price of 1 issue) 
.1 dollar (full price of 2 issues) 


30 cents (full price of 1 issue) 
1 dollar (full price of 2 issues) 


45 cents in quantities of 10 or more, 
if available) 
60 cents in quantities of 10 or more, 
if available) 


of 100 or more. 











All Things to All People 


The sole purpose of the JourNat or RETAILING is to serve the retailer. 
No article can be “all things to all people,” but if the material in the 
Journat helps to solve the problems or answer the questions of any retailer 
we feel that at least we are headed in the right direction. 

In the fall issue of the JouRNAL, we published a report entitled, “Sources 
of Information for Silverware.” We ran this, frankly, as an experiment, 
with the idea of continuing with a series of such reports if we received any 
indication of reader interest. Since the article appeared, we have received 
letters requesting additional copies, as well as favorable comment on the 
“down-to-earth” nature of the report. . 

In this issue of the JouRNAL, you will find another report of the same 
character, this one on “A List of Resources on Leather.” We would be 
interested in hearing from you if you believe that the series should be 
continued. Your letters, so far, lead us to think that this series could be 
especially helpful to small businessmen and to teachers of retailing sub- 
jects. If you want it, we will continue it. Write us a letter or send us a 
postcard—but let us know if you want to see more of these reports. It is 
in your hands! 
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A Retail Book List (revised edition, 1944), by Alfred Sessa.... $ .30 
A comprehensive list of over 300 books on retailing. 


Aids to Teachers of Retailing (revised edition, 1945), by Jack 
D. Weiner 1.25 


A syllabus on the units of study, including teaching methods; greatly 
expanded over the first two editions. 


Arithmetic Review for Retail Training Groups, by Jennie S 
Graham 


(Revised edition with new problems and solutions included.) Basic 
operations reviewed for the adult “rusty” in arithmetic. 


Buyer’s Meetings, by Irma M. Thormann . 


A manual on how to conduct departmental meetings (10 copies or 
more, 50 cents each). 


Selling the Right Hat, by Amelia Klepp 
A basic taining and reference manual for millinery salespeople and 
those responsible for their training. 


The Value of Intra-Store Television As a Sales Promotion 
Medium, by Hilda Jonas, Lawrence C. Lockley, and 


A report based on a field survey in thirteen of the cities visited by the 
Allied Stores—R.C.A.-Victor “Television Caravan.” (2 to 10 copies, 
1 dollar each; more than 10 copies, special rates.) 
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